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THE  FUTURE  OF  THE  PEOPLE'S  REPUBLIC 
OF  CHINA:  PERSPECTIVES  ON  THE  POST- 
DENG  XIAOPING  ERA 


THURSDAY,  JULY  20,  1995 

House  of  Representatives, 
Committee  on  International  Relations, 

Subcommittee  on  Asia  and  the  Pacific, 

Washington,  DC. 

The  subcommittee  met,  pursuant  to  notice,  at  9:30  a.m.,  in  room 
2172,  Rayburn  House  Office  Building,  Washington,  D.C.,  Hon. 
Doug  Bereuter  (chairman  of  the  subcommittee)  presiding. 

Mr.  Bereuter.  Good  morning.  The  subcommittee  will  come  to 
order.  The  topic  of  today's  hearing  is  the  future  of  the  People's  Re- 
public of  China,  the  perspectives  on  the  post-Deng  Xiaoping  era.  I 
am  pleased  to  be  joined  today  with  the  chairman  of  the  full  com- 
mittee, Mr.  Benjamin  Oilman  from  New  York.  Welcome. 

Today  we  convene  the  subcommittee  to  discuss  a  very  timely  and 
serious  subject,  the  future  of  the  largest  country  in  Asia  and  the 
world,  and,  implicitly,  our  relationship  with  China. 

By  coincidence,  the  House  of  Representatives  today  will  vote  once 
again  on  the  issue  of  Most-Favored-Nation  status  for  China  and  on 
a  bill  I  introduced  entitled,  "The  China  PoHcy  Act  of  1995."  Unfor- 
tunately, I  will  probably  be  called  to  present  that  legislation  on  the 
floor  before  we  complete  this  hearing.  Perhaps  we  ought  to  all  go 
over  there  and  join  in  the  debate.  I  am  not  sure.  We  would  benefit 
from  your  wisdom  if  we  could  allow  you  on  the  floor. 

When  this  hearing  was  first  conceived  several  months  ago,  it  was 
hoped  that  this  would  be  an  opportunity  to  look  at  the  broad  long- 
term  relationship  with  the  People's  Republic  of  China,  Once  again, 
however,  events  keep  pushing  us  toward  looking  at  our  relations 
with  China  through  a  very  narrow  prism. 

It  is  wholly  appropriate,  I  believe,  to  say  that  U.S. -China  rela- 
tions are  in  disarray  and  deteriorating.  This  condition  can  be  at- 
tributed to  sharp  differences  in  perspective  on  fundamental  issues 
such  as  human  rights,  Taiwan,  nuclear  and  missile  proliferation 
and  trade  policy. 

However,  the  increase  in  tensions  can  also  be  related  to  internal 
developments  in  China  which  is  in  the  midst  of  a  succession  strug- 
gle provoked  by  the  passing  of  the  Deng  Xiaoping  era.  Whether 
Deng's  death  is  imminent  or  not,  the  maneuvering  to  replace  him 
has  been  underway  for  several  years.  This  power  struggle  has  enor- 
mous significance  for  China's  future  and  its  relationship  with  the 
United  States  and  for  global  security  and  the  world  economy. 

(1) 


Dealing  with  China  presents  an  exceedingly  complex  foreign  and 
security  policy  problem  for  the  United  States  and  its  Asian  friends 
and  allies. 

Because  of  its  economic  reforms  with  U.S.  encouragement, 
Beijing  has  made  great  strides  in  integrating  itself  into  the  broader 
Asia-Pacific  economy  and  is  a  major  trading  partner  of  the  United 
States.  China's  coastal  provinces  also  have  become  critical  to  the 
economic  vitality  of  Taiwan  and  Hong  Kong  and  vice  versa. 

On  the  other  hand,  China  appears  increasingly  to  pose  a  threat 
to  the  stability  and  security  of  Asia.  Its  high-handed  use  of  force 
on  the  Spratly  Islands,  its  ongoing  nuclear  test  program  and  its  re- 
cently announced  plan  to  test  surface-to-surface  missiles  in  the 
open  sea,  northeast  of  Taiwan  all  underscore  the  fact  that  China 
plays  by  different  rules  than  other  powers.  Thus,  China  has  the  po- 
tential either  to  be  an  economic  leader  and  the  biggest  market  in 
Northeast  Asia  or  the  main  threat  to  the  security  of  the  region. 

China  will  be  one  of  the  two  or  three  most  important  countries 
in  the  world  in  the  early  next  century.  It  seems  to  me  that  it  would 
be  unwise  for  the  United  States  to  undermine  economic  and  politi- 
cal ties  and  make  China  an  enemy. 

The  most  important  and  perhaps  the  most  immediate  task  is  to 
find  a  way  to  maintain  a  constructive  relationship  with  China  and 
to  avoid  unnecessary  further  provocations  on  both  sides. 

We  are  now  in  the  midst  of  the  fifth  annual  struggle  in  Congress 
over  MFN.  I  do  not  believe  it  makes  sense  to  tie  MFN  status  ex- 
plicitly to  human  rights  and  other  factors.  I  would  like  to  help 
bring  this  futile  annual  exercise  to  an  end.  We  should  not  and  need 
not  abandon  either  our  human  rights  principles  or  our  support  for 
greater  democratization  in  China.  A  recent  case  involving  Harry 
Wu,  a  naturalized  American  citizen  is  an  egregious  affront  that 
needs  to  be  met  with  a  strong  congressional  and  administration  re- 
sponse. But  Harry  Wu's  release  cannot  be  obtained  by  denying 
MFN  status  to  China. 

Nor  can  a  number  of  other  U.S.  objectives  be  achieved  in  that 
fashion.  The  only  result  will  be  a  further  action/reaction  cycle  that 
will  give  rebound  to  the  advantage  of  the  wrong  forces  in  China's 
current  power  struggle. 

Overall,  however,  I  am  still  hopeful  that  time  generally  is  on  our 
side.  Economic  liberalization  in  China  has  hastened  the  growth  of 
an  informed  middle  class  and  unleashed  forces  that  in  time  may 
have  the  effect  of  tempering  China's  current  authoritarianism. 

Meanwhile,  I  think  we  should  avoid  the  temptation  to  demonize 
China  or  to  build  it  up  as  an  enemy.  Instead,  we  should  remain  fo- 
cused on  engaging  with  Beijing  on  issues  of  vital  concern  to  the 
United  States  and  on  integrating  China  into  the  Asia-Pacific  com- 
munity on  the  basis  of  its  acceptance  of  international  norms. 

The  dominance  of  the  Communist  Party  and  the  absence  of  a  le- 
gitimate political  process  adds  greatly  to  the  uncertainty  about  Chi- 
na's future  leadership  and  policies.  It  seems  clear  that  the  current 
maneuvering  among  contenders  for  power  has  exacerbated  pre- 
existing conditions  about  China's  future  intentions  toward  its 
neighbors.  There  appears  to  be  few,  if  any,  ground  rules  for  the 
struggle  and  its  outcome  remains  highly  unpredictable. 


With  this  in  mind,  we  have  assembled  a  highly  qualified  panel 
to  discuss  China's  future  and  to  provide  some  insights  into  what 
can  be  expected  in  upcoming  months  and  years.  A  first  panel  we 
had  originally  scheduled  of  administration  witnesses  will  not  be 
held  today  because  of  their  involvement  in  the  debate  on  the  House 
floor,  but  we  will  only  postpone  that  opportunity  to  hear  from  the 
administration. 

The  panel  before  us  today  I  am  very  pleased  we  have  assembled. 
The  Honorable  James  Lilley  is  a  resident  fellow  and  director  of  the 
Asian  Studies  at  the  American  Enterprise  Institute.  Ambassador 
Lilley  served  as  Ambassador  to  the  People's  Republic  of  China  from 
April  1989  to  May  of  1991,  a  critical  period  that  included  the 
Tiananmen  Square  massacre.  Ambassador  Lilley  is  one  of  our  most 
insightful  China  experts.  He  was  director  of  the  American  Institute 
in  Taiwan,  our  unofficial  representation  office  from  April  1982  until 
May  of  1984. 

Dr.  Michel  Oksenberg  is  just  now  taking  up  his  new  post  as  sen- 
ior fellow  at  Stanford  University's  Asia-Pacific  Research  Center.  He 
is  also  one  of  our  most  able  and  experienced  China  specialists. 
Until  recently,  he  was  president  of  the  East-West  Center  in  Hono- 
lulu. Prior  to  that  he  was  president  of  the  Asia  Society  in  New 
York  and  director  of  the  Center  for  Chinese  Studies  at  the  Univer- 
sity of  Michigan.  During  1977  to  1980,  he  took  leave  from  the  Uni- 
versity of  Michigan  to  serve  in  Washington  as  a  senior  staff  mem- 
ber of  the  National  Security  Council. 

The  final  member  of  the  panel  is  Prof.  Susan  Shirk,  director  of 
the  University  of  California's  systemwide  Institute  on  Global  Con- 
flict and  Cooperation.  Dr.  Shirk,  who  briefed  Mr.  Berman  and  I  re- 
cently at  the  Rand  Corporation  in  exceptional  fashion,  earned  her 
Ph.D.  at  MIT.  She  has  written  several  books  dealing  with  the  polit- 
ical context  of  China's  economic  reforms.  She  is  also  a  member  of 
the  Defense  Policy  Board  which  advises  the  Secretary  of  Defense 
on  international  security  issues. 

I  want  to  welcome  the  panel.  We  look  forward  to  your  testimony; 
but,  first,  I  would  like  to  call  upon  the  chairman,  Mr.  Oilman,  for 
any  comments  he  might  like  to  make. 

Mr.  Oilman.  Thank  you,  Mr.  Chairman.  Thank  you  for  conduct- 
ing this  hearing.  It  is  certainly  an  opportune  moment  as  we  begin 
to  debate  this  issue  on  the  floor  today.  Perhaps  it  should  have  been 
a  little  earlier — ^forgive  the  voice.  We  have  been  arguing  late  at 
night  around  here.  Perhaps  it  should  have  been  a  little  earlier 
date,  but  the  crush  of  business  has  prevented  us  from  scheduling 
the  kind  of  hearings  that  we  like  at  a  more  leisurely  pace. 

It  has  been  6  years  since  the  Tiananmen  Square  massacre  and 
a  fiill  10  years  since  his  Holiness  the  Dali  Lama  visited  the  Con- 
gress and  I  understand  he  will  be  visiting  with  us  again  in  the  not 
too  distant  future  and  told  our  committee  about  the  repression  in 
Tibet.  During  this  time  period,  whenever  an  effort  was  attempted 
by  the  Congress  to  bring  about  change  in  Beijing's  egregious  behav- 
ior, we  were  often  advised  in  so  many  words  by  State  Department 
experts  that  now  is  not  the  time,  there  is  a  political  transition  pe- 
riod underway  in  China  and  if  we  took  any  substantive  action,  we 
would  be  strengthening  the  hand  of  the  hardliners  in  Beijing. 


So  for  the  last  decade  whenever  Congress  attempted  to  respond 
to  China's  use  of  slave  labor,  repression  of  religions  and  political 
speech  and  thought,  intellectual  property  right  violations,  unfair 
trade  practices,  arms  proliferation,  repression  in  occupied  Tibet, 
threatening  military  exercises  off  the  coast  of  Taiwan,  massive 
military  buildup,  recent  aggressive  action  in  the  South  China  Seas, 
denying  Taiwan  its  status  in  the  international  community,  we  were 
told  to  back  away.  That  you  are  rocking  the  boat. 

Accordingly,  we  wonder  when  our  State  Department  will  realize 
that  our  China  policy  is  fundamentally  flawed.  It  has  been  a  failure 
on  trade.  It  is  a  failure  on  human  rights  and  it  is  certainly  a  failure 
on  arms  proliferation.  We  fully  understand  the  necessity  of  con- 
structively engaging  with  China  and  we  must  not  isolate  it,  but  it 
is  all  too  painfully  obvious  from  the  results  that  we  have  been  fail- 
ing in  our  goals.  While  I  look  forward  to  hearing  from  our  wit- 
nesses today  to  learn  how  we  can  truly  constructively  engage  China 
and  see  at  the  same  time  some  positive  results  from  that  process, 
we  must  find  an  answer  how  to  overcome  the  debilitating  flaws  in 
our  China  policy  that  sweeps  aside  responsive  action  with  broad 
brush  stroke  generalizations  about  transition  periods.  I  look  for- 
ward to  hearing  our  witnesses  today,  I  want  to  thank  you,  Mr. 
Chairman,  for  bringing  these  experts  together. 

Mr.  Bereuter.  I  thank  you.  Chairman  Oilman. 

The  gentleman  from  California,  Mr.  Rohrabacher. 

Mr,  Rohrabacher.  Thank  you  very  much,  Mr.  Chairman. 

Harry  Wu  is  one  man,  but  his  arrest  personifies  the  tyranny  in 
China.  Harry  Wu  represents  hundreds  or  millions  of  human  beings 
who  are  subjugated  and  ruled  by  a  militaristic  regime.  And  his  ar- 
rest has  crystallized  this  view  of  China  for  so  many  of  us.  And  the 
rulers  in  Beijing  had  better  understand  that  and  they  have  done 
themselves  a  great  disservice  by  putting  this  American  citizen  in 
jail  and  by  conducting  themselves  in  a  wav  that  an  American  citi- 
zen who  is  worried  about  human  rights  felt  that  he  might  have  to 
go  there  in  secret  in  order  to  try  to  find  out  information  about  what 
was  going  on  with  gulag  type  prison  conditions. 

The  administration  here  in  the  United  States  unfortunately  has 
placed  human  rights  at  a  very  low  priority.  And  I  can  imderstand 
why  the  rulers  in  Beijing  would  not  fully  comprehend  the  impor- 
tance that  we  place  on  human  rights  as  Americans  because  what 
this  administration  has  done  in  terms  of  prioritizing  human  rights 
does  not  reflect  the  value  that  most  Americans  place  on  liberty,  jus- 
tice and  decency.  And,  unfortunately,  we  seem  to  be  driven  by  peo- 
ple who  are  seeking  profit  in  dealing  with  dictatorships,  no  matter 
how  bad  the  dictatorship  is,  and  people  in  our  business  community 
should  not  be  running  our  country's  foreign  policy  when  it  comes 
to  that  type  of  blood  money. 

A  country  that  abuses  its  own  people,  a  regime  that  abuses  its 
own  people  like  the  one  in  Beijing  will  eventually  threaten  its 
neighbors.  And  that  is  what  we  are  seeing  now  as  well.  China  is 
becoming  the  bully  of  the  Pacific  and  the  bully  of  East  Asia.  And 
whether  it  is  in  Tibet  or  whether  we  see  what  seems  to  be  appear- 
ing, a  new  tutelage  of  the  Burmese  dictatorship  under  Chinese  di- 
rection, or  whether  it  is  the  Spratly  Islands  where  they  are  acting 
again  in  a  very  harsh  and  belligerent  manner  rather  than  trying 


to  find  a  solution  to  this  problem  which,  of  course,  affects  many  na- 
tions, not  just  China. 

And  now  we  see  a  missile  test.  The  Chinese  regime  conducting 
a  missile  test  that  just  happens  to  land  near  Taiwan.  I  mean  this 
is  a  regime,  this  is  a  country  that  has  a  huge  desert  to  test  their 
missiles.  This  is  an  act  of  bullying.  It  is  going  to  be  seen  as  that 
in  the  United  States  and  there  is  no  other  way  to  interpret  it.  They 
are  trying  to  bully  their  neighbors  and  unless  the  United  States 
starts  taking  a  more  realistic  approach  to  this  re^me,  I  am  afraid 
that  the  United  States  is  destined  to  be  at  war  with  China  within 
a  decade.  That  is  the  trend.  That  is  not  something  I  want.  That  is 
something  that  I  would  pray  we  can  avert. 

But  we  have  got  to  do  something,  Mr.  Chairman,  to  turn  around 
the  ominous  trends  of  repression  and  aggression  that  are  going  on 
in  Asia  and  that  can  be  traced  to  this  dictatorial  regime  in  Beijing. 
And  the  way  we  do  that  is  not  to  appear  conciliatory.  Dictators  tra- 
ditionally do  not  understand  democratic  regimes  that  are  trying  to 
be  conciliatory.  We  have  to  be  tough.  We  have  to  stand  up  for  what 
we  believe  in  as  Americans  and  we  cannot  forget  individuals  like 
Harry  Wu  who  are  saints  in  our  time. 

So  with  that,  Mr.  Chairman,  I  look  forward  to  the  testimony. 
This  is  a  very  significant  hearing  because  unless  we  do  something, 
we  are  going  to  end  up  within  a  decade  in  a  war  or  in  a  bad  rela- 
tionship or  something  that  is  going  to  be  detrimental  in  a  big  way 
to  our  people  and  to  the  people  of  China.  Thank  you  very  much. 

Mr.  Bereuter.  Thank  you,  Mr.  Rohrabacher. 

You  have  heard  from  us  and  now  we  look  forward  to  hearing 
from  you.  I  would  say  to  all  three  witnesses,  your  entire  written 
statements  will  be  made  a  part  of  the  record.  You  may  summarize 
or  read  as  you  see  fit.  We  look  forward  to  hearing  from  you. 

We  will  begin  with  Ambassador  Lilley. 

Ambassador  Lilley,  we  look  forward  to  hearing  your  testimony. 

STATEMENT  OF  THE  HONORABLE  JAMES  LILLEY,  RESffiENT 
FELLOW  AND  DIRECTOR,  ASIAN  STUDIES,  AMERICAN  EN- 
TERPRISE INSTITUTE 

Mr.  Lilley.  Thank  you,  Mr.  Chairman, 

I  appreciate  talking  with  you  today  because  I  feel  deeply  about 
China  and  I  have  been  involved  with  it  on  and  off  for  67  years.  I 
have  got  my  presentation  basically  in  three  parts.  First,  I  am  going 
to  deal  with  broad  themes,  as  you  asked  us  to  do.  And,  second,  I 
am  going  to  make  one  recommendation  on  the  current  status  of  our 
relationship  with  China,  and  then  how  it  might  be  handled. 

Let  me  deal  with  broad  themes  because  these  have  not  been  suf- 
ficiently covered  in  our  examination  of  China.  First,  I  would  say 
that  there  is  a  genuine  political  and  economic  reform  movement  in 
China  that  augurs  well  for  the  future.  There  are  certain  individuals 
who  are  clearly  identified  with  this  mood  and  trend  in  China.  They 
are  not  very  strong  right  now,  but  we  can  see  their  manifestations 
throughout  China  and  outside  of  China. 

This  takes  the  form  of  an  old  argument  that  goes  back  to  the  es- 
sence of  China,  the  legalists  versus  the  Confucianists.  Whether  you 
are  going  to  have  rule  of  law  or  a  rule  of  man. 


China  has  been  run  by  the  rule  of  man  and  the  rule  of  party. 
There  are  people  who  are  saying  in  China  today  that  this  will  not 
work  in  the  future,  that  you  must  substitute  for  this  a  rule  of  law, 
not  ruled  by  law,  but  a  rule  of  law  that  stands  above  man/party. 

This  group  is  led  by  the  Chairman  of  the  Standing  Committee  of 
the  National  People  s  Congress,  Qiao  Shi,  and  he  has  support 
among  some  of  the  older  leaders  and  broad  support  within  the  Chi- 
nese People's  Political  Consultative  Conference,  and  among  some 
governors  and  mayors  throughout  China. 

What  he  is  trying  to  do  initially  is  to  put  through  a  variety  of 
legislation  dealing  with  corporate  law,  labor,  urban  real  estate,  con- 
tract law.  He  is  also  seeking  to  establish  the  strong  supervision  of 
administrative  and  party  organs  by  the  National  People's  Congress. 

In  addition,  he  is  looking  to  strengthen  the  legal  system  and  to 
bring  about  closer  ties  between  the  government  and  grassroots 
level  of  the  Chinese  masses.  These  ideas  deviate  significantly  from 
the  party  in  control  right  now.  I  report  to  you  with  some  optimism 
that  at  this  very  moment,  there  is  a  meeting,  an  international 
meeting  in  China  in  part  sponsored  by  the  Ford  Foundation  to 
bring  about  a  familiarity  with  district  elections,  secret  ballot  and 
multiple  candidates. 

We  also  see  the  participation  of  elements  of  our  own  Congress  in 
this  positive  process  that  is  taking  place  in  China.  It  is  so  far  being 
implemented  nationwide,  but  confined  to  district  councils  which 
have  little  power.  It  has  reached  about  90  percent  of  the  village 
committees  in  China. 

The  NPC  is  urging  increasing  parliamentary  exchanges  with  for- 
eign counterparts.  In  addition,  we  see  some  manifestations  of 
China  taking  a  different  position  on  Hong  Kong,  a  more  moderate 
position,  supporting  such  issues  as  the  rule  of  law,  independent  ju- 
diciary, court  of  final  appeals,  and  the  necessity  to  maintain  insti- 
tutions in  Hong  Kong. 

This  group  is  putting  out  a  China  law  report,  a  3,000-page  re- 
port, that  describes  the  current  state  of  China's  judicial  system  and 
they  are  translating  that  into  English.  Finally,  I  will  make  one 
comment  on  this.  In  1974  when  I  was  in  China  with  former  Presi- 
dent Greorge  Bush,  he  sensed  a  reformist  was  coming  in  China  in 
the  economic  field,  and  that  was  Deng  Xiaoping.  George  Bush  also 
sensed  this  man  Deng  was  going  to  be  the  future  of  China  just  as 
Deng  sensed  George  Bush  was  important  in  the  future  of  the  Unit- 
ed States.  And  despite  all  of  the  sort  of  intellectual  canceling  out 
that  went  on  in  terms  of  the  pros  and  cons  of  the  future  of  China, 
Bush  bet  on  Deng.  And  in  1978,  Deng  took  over  and  delivered  on 
economic  reform. 

I  am  not  for  a  minute  suggesting  that  Deng  is  a  political  re- 
former. He  is  not.  He  believes  in  the  four  cardinal  principles,  but 
he  changed  the  economy  of  China  in  ways  that  fundamentally 
changed  the  Chinese  system  and  brought  prosperity  to  China. 

I  think  it  is  time  for  us  to  look  at  the  Chinese  scene  and  decide 
that  there  are  new  positive  trends  in  a  political  sense  and  make 
a  move  in  that  direction. 

Second,  there  is  another  aspect  that  has  been  ignored  largely  by 
us  in  terms  of  what  is  happenings  in  China.  And  that  is  the  rela- 
tionship between  Taiwan  and  Chma.  We  hear  about  the  President 


Lee  Teng-hui's  visa,  we  hear  about  missile  tests  off  the  north  of 
Taiwan  and  we  hear  about  the  threatening  language  that  pours  out 
of  China,  the  invective,  the  suggestions  that  Taiwan  might  be  mov- 
ing in  an  autonomous  way;  but  we  lose  track  of  certain  fundamen- 
tal trends  that  will  influence  the  future  of  Asia.  This  is  the  rela- 
tionship between  Taiwan  and  China.  The  trade  between  these  two 
is  exploding.  Taiwan  is  now  the  fourth  largest  trading  partner  of 
China.  Trade  grew  30.2  percent  in  1994,  indirect  trade  is  shooting 
through  the  roof.  They  hit  the  highest  level  ever  in  March  of  1995, 
over  $2  billion,  which  means  that  trade  will  probably  be  up  over 
40  percent  this  year. 

Second,  Taiwan  is  dealing  with  the  most  intractable  problem  in 
China;  that  is,  feeding  its  population.  As  you  know,  arable  land  is 
shrinking  in  China  as  the  population  grows  and  its  agricultural 
productivity  levels  off.  The  President  of  Taiwan,  President  Lee 
Teng-hui,  is  a  distinguished  agricultural  economist.  He  has  been 
moving  in  to  help  China  in  very  positive  ways.  There  were  over 
1,526  agricultural  projects  in  China  supported  by  Taiwan  at  a  cost 
of  over  $723  million.  President  Lee  Teng-Hui  is  also  financing  an 
agricultural  economist  Ph.D.  program  for  40  Chinese 
agriculturalists.  He  has  been  supporting  the  development  of  farms 
in  China  by  Taiwan  farmers  in  the  areas  of  bananas,  papaya,  pine- 
apples, aquaculture  in  terms  of  eels  and  shrimp.  This  is  helping 
the  Chinese  agricultural  situation,  perhaps  more  than  Peking  itself 
does. 

The  Chinese  Vice  Agricultural  Minister  has  been  in  Taiwan  seek- 
ing advice  and  the  brilliant  former  Chinese  Agriculture  Minister, 
He  Kang,  was  over  in  Taiwan  learning  from  his  Taiwanese  friends 
how  to  deal  with  the  most  difficult  problem  in  China. 

Also,  Taiwan  and  China  have  moved  ahead  on  a  broad  range  of 
agreements  through  the  Koo-Wang  talks.  They  have  signed  all 
sorts  of  agreements  normalizing  the  situation  between  Taiwan  and 
China:  document  notarization,  verification  of  certificates  of  authen- 
tication, agreements  about  lost  mail,  relatives,  illegal  immigration, 
fisheries,  hijacking.  They  have  moved  across  the  board. 

This  is  a  positive  trend.  Seven  million  Taiwanese  have  visited 
China.  Over  376  mainland  journalists  have  visited  Taiwan;  895 
mainland  scholars  have  visited  Taiwan.  This  is  a  very  flourishing 
exchange.  They  are  moving  in  the  direction  of  establishing  direct 
mail  contact,  probably  shipping  lanes  and  communications  between 
the  two  which  conform  to  the  Chinese  desire  for  what  they  call  the 
San  Tong's,  Three  Communications. 

The  great  difficulty  here  is  in  a  fit  of  peak,  China  has  canceled 
these  talks.  They  were  supposed  to  take  place  this  month.  This  is 
a  tragedy.  It  was  moving  ahead  so  positively,  so  much  was  being 
done.  The  Chinese  people  were  benefiting  so  much  from  this  ex- 
change and  they  stopped  it.  This  should  change. 

Finally,  let  me  go  into  what  I  think  is  the  current  situation.  I 
have  already  talked  about  two  broad  trends  which  are  important 
and  have  been  largely  ignored.  There  are  two  essential  issues  right 
now  between  China  and  the  United  States.  First,  Taiwan.  You  get 
more  gong-banging,  posturing,  rhetorical  excesses  on  this  than  I 
have  heard  at  any  given  time  in  my  career. 
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Despite  this  noise,  I  maintain  that  the  relationships  between  Tai- 
wan and  China,  Taiwan  with  the  United  States,  and  the  United 
States  with  China  are  workable  and  reconcilable.  Sovereignty  is 
the  key  Chinese  issue.  This  is  dealt  with  in  the  three  commu- 
niques. In  that  sense,  the  United  States  can  continue  to  support 
the  three  communiques.  There  is  only  one  China  and  PRC  rep- 
resents that  China  officially.  However,  we  take  the  position,  and  I 
think  this  is  something  where  the  administration  and  others  have 
misled  you,  that  the  United  States  only  says,  "We  acknowledge  the 
position,  China's  position,  that  Taiwan  is  part  of  China."  We  have 
never  said  that  Taiwan  is  part  of  China,  nor  have  we  recognized 
the  Chinese  position. 

My  friend,  Mike  Oksenberg,  probably  can  deal  with  that  in  great- 
er detail.  But  I  say  we  can  handle  the  sovereignty  issue  which  is 
their  basic  principle. 

Our  basic  principles  are  that  freedom  and  democracy,  and  free 
markets  should  not  be  interfered  with  in  Taiwan  by  China.  These 
are  our  fundamental  principles  and  cannot  be  compromised.  This 
is  what  the  Taiwan  Relations  Act  deals  with.  And  that  is  the  law 
of  our  land. 

These  two  positions  have  been  reconcilable  through  the  Carter, 
Reagan,  and  Bush  administrations.  I  hope  this  administration  can 
handle  this,  too. 

The  second  problem  that  you  have  is  the  Chinese  perception  of 
encirclement  and  containment  by  the  United  States.  I  am  not  nec- 
essarily saying  this  is  wrong,  but  what  I  am  saying  is  the  adminis- 
tration is  vociferously  denying  that  this  is  happening  in  the  face  of 
overwhelming  factual  data. 

The  Chinese  say  this  is  happening.  "You  are  becoming  hostile. 
You  are  trying  to  encircle  us."  And  they  cite  moves  that  we  have 
made  all  the  way  from  Korea  through  Japan  to  Taiwan,  the  Spratly 
Islands,  Hong  Kong,  Vietnam  and  India. 

We  say  we  are  not  doing  this.  We  are  looking  for  constructive  en- 
gagement, confidence-building  measures,  defense  conversion. 

The  Chinese  say,  "You  are  hypocrites.  You  are  saying  one  thing 
and  doing  something  else." 

In  return,  we  say  to  the  Chinese,  'Tou  are  building  up  your  mili- 
tary. You  are  carrying  out  aggressive  actions  in  the  Spratlys,  off 
the  coast  of  Taiwan.  You  are  trymg  to  take  over  Hong  Kong  and 
squelch  democracy  there.  You  are  not  a  friendly  power.  You  are  in- 
creasing your  military  budget  by  double  digits  every  year.  You  are 
acquiring  power  projection  capability  fi"om  Russia,  SU-27s,  MIG— 
31s,  SA-lO's.  You  are  getting  ship  replenishment,  air  refueling. 
You  are  testing  your  M-9  missile  which  is  nuclear  capable.  You  are 
doing  all  these  things  and  you  are  establishing  territorial  claims 
over  the  South  China  Sea,  Taiwan,  Senkaku  Islands,  and  Hong 
Kong.  You  are  pushing  out  'extended  sovereignty.'"  The  Chinese 
say,  "This  is  absolutely  not  true.  We  are  a  defensive  power.  We 
have  never  been  an  expansionist.  We  want  to  have  peace  and  sta- 
bility with  our  neighbors.  This  is  the  way  we  are.  We  act  only  when 
provoked." 

This  is  the  dichotomy  that  you  face  right  now.  And  it  is  time  for 
us  to  sit  down  with  the  Chinese  and  work  this  out  because  these 


are  not  irreconcilable  positions.  We  can  work  these  out  with  the 
Chinese  but  we  have  no  dialogue  with  them  right  now. 

Now,  let  me  just  run  quickly  through  the  issues  that  are  in  place 
now  and  the  wav  they  can  probably  be  handled. 

First,  we  need  to  handle  these  major  issues  with  China  right  now 
in  the  context  of  the  desire  on  both  sides  to  improve  relations  using 
discussion  and  reconciliation. 

This  means  reciprocal  moves  on  both  sides.  This  does  not  mean 
unilateral  moves  by  one  side  or  the  other.  If  we  look  at  a  brave 
man  like  Harry  Wu  and  what  he  has  gone  through  and  what  the 
Chinese  have  done  to  him,  it  seems  to  me  there  are  specific  things 
we  can  do  to  get  the  message  across  to  the  Chinese  that  they  have 
to  do  something  about  this.  It  is  not  using  Most-Favored-Nation. 
More  likely,  it  is  Travel  Advisory  for  China  and  possibly  the  Wom- 
en's Conference  which  is  coming  up.  We  have  to  look  at  this.  I  am 
not  saying  these  are  solutions,  but  it  is  the  sort  of  leverage  we  can 
exercise. 

Second,  abortion,  forced  abortion.  It  seems  to  me  there  are  in- 
struments the  United  States  can  use  to  influence  this  policy  in 
terms  of  funding  for  international  organizations  on  family  planning 
in  China. 

The  President  Lee  Teng-hui  visa.  The  way  this  was  handled  was 
a  casebook  history  of  how  not  to  deal  with  China.  From  the  mo- 
ment we  did  not  let  President  Lee  Teng-hui  get  off  his  plane  in  Ha- 
waii to  the  whole  phony  Taiwan  policy  review,  to  the  reversal  that 
we  had  at  the  last  minute  on  his  visa  to  the  United  States.  It  was 
almost  designed  to  provoke  China  to  get  the  maximum  reaction. 
We  have  got  to  do  better  and  we  can  do  better. 

I  might  cite  to  you  that  President  Lee  Teng-hui  visited  the  Unit- 
ed States  as  Vice  President  of  Taiwan  in  1985,  I  met  him  in  New 
York  as  Deputy  Assistant  Secretary  of  State.  He  went  to  West 
Point  as  a  VIP  and  there  was  not  a  blip.  Of  course,  Taiwan  had 
a  more  controlled  press  at  that  time.  But  still  it  was  managed  in 
a  way  that  China  did  not  throw  an  enormous  tantrum. 

Missile  sales  to  Pakistan.  We  have  ways  to  deal  with  these  once 
we  get  the  evidence.  We  have  sanctions  we  can  apply,  but  we  have 
to  get  international  support  on  this  one. 

The  PRC  military  exercise  north  of  Keelung.  This  is  an  inter- 
national problem.  The  Chinese  are  interfering  with  the  air  lanes 
and  the  sea  lanes  of  the  world.  It  seems  to  me  Korea,  Japan,  Phil- 
ippines, every  country  is  involved  in  this.  This  kind  of  exercise 
should  not  be  done — we  should  show  our  displeasure  to  China  for 
doing  this  as  it  violates  the  stability  and  the  peace  of  Asia.  It  is, 
in  fact,  an  in  a  very  aggressive  move. 

I  might  just  point  out  to  you  that  the  Chinese  have  played  this 
game  before.  In  1958  in  Quemoy  and  Matsu,  in  1976  in  joint  exer- 
cises in  the  Taiwan  Straits,  in  1985  with  an  IRBM  missile  shot  into 
the  East  China  Sea.  They  are  playing  it  a  little  more  seriously  this 
time.  I  think  we  have  to  give  them  a  clear  message,  as  we  did  in 
the  South  China  Sea,  that  when  you  interfere  with  sea  lanes,  you 
are  challenging  America's  vital  interests.  And  I  have  noticed  in  the 
South  China  Sea,  the  Chinese  backed  off  from  their  position  and 
have  said  they  would  not  interfere  with  the  sea  lanes. 
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In  all  of  these  issues  we  have  with  China  today,  they  tend  to  get 
worse  if  we  do  not  have  the  overarching  relationship.  These  issues, 
of  course,  can  be  handled  on  a  ad  hoc  basis.  But  I  think  it  is  impor- 
tant that  we  also  deal  with  the  fundamentals  in  China  and  recog- 
nize important  trends.  Thank  you. 

[The  prepared  statement  of  Mr.  Lilley  appears  in  the  appendix.] 

Mr.  Bereuter.  Ambassador  Lilley,  thank  you  very  much  for  your 
very  direct  and  important  testimony. 

Just  as  you  began  your  testimony,  we  were  joined  by  the  ranking 
member,  the  gentleman  from  California,  Mr.  Berman.  I  would  call 
on  Mr.  Berman,  if  he  has  a  statement  he  would  like  to  make  or 
submit. 

Mr.  Berman.  Well,  Mr.  Chairman,  I  think  I  will  just  ask  that  my 
statement  be  included  in  the  record.  And  I  thank  you  very  mucn 
for  what  looks  like  what  promises  to  be  an  excellent  hearing  on  a 
morning  that  is  very  relevant  to  the  discussion. 

Mr.  Bereuter.  That,  it  is.  Thank  you  very  much  and  without  ob- 
jection, your  statement  will  be  made  a  part  of  the  record. 

Dr.  Oksenberg,  we  look  forward  to  your  testimony.  Please  pro- 
ceed as  you  wish. 

STATEMENT  OF  DR.  MICHEL  OKSENBERG,  SENIOR  FELLOW, 
ASIA-PACIFIC  RESEARCH  CENTER,  STANFORD  UNIVERSITY 

Dr.  Oksenberg.  Thank  you,  Mr.  Chairman,  for  giving  me  the 
privilege  of  appearing  before  this  committee.  I  can  think  of  no  more 
important  foreign  policy  issue  confronting  the  United  States  today 
than  American  policy  toward  China. 

Since  the  crushing  of  the  demonstrations  in  Beijing  in  June  of 
1989,  Sino-American  relations  have  been  in  a  descending  spiral.  A 
disturbing  shrillness  is  beginning  to  pervade  discourse  between 
Chinese  and  Americans.  Many  Americans  are  beginning  to  think 
that  China,  an  emerging  economic  and  perhaps  military  giant,  may 
be  America's  next  enemy  as  was  demonstrated  by  remarks  earlier. 

Meanwhile,  many  on  the  Chinese  mainland,  as  Ambassador 
Lilley  stressed,  think  that  the  real  intent  of  the  United  States  is 
to  isolate  and  split  China.  Neither  perception,  in  my  view,  is  cor- 
rect. But,  unfortunately,  both  sides  are  emitting  signals  that  tend 
to  confirm  the  worst  suspicions  about  the  intent  of  the  other. 

Many  Americans,  and  I  think  correctly,  focus  on  a  Chinese  Grov- 
ernment  that  is  increasing  its  military  expenditures,  testing  nu- 
clear weapons,  asserting  territorial  claims  into  the  South  and  East 
China  Seas,  denying  Taiwan  a  status  and  dignity  in  international 
affairs  commensurate  with  its  economic  and  political  achievements, 
failing  to  assure  Hon^  Kong  that  Beijing  will  rule  the  British  terri- 
tory wisely  after  Chma  regains  control  in  1997,  creating  doubts 
about  its  commitment  to  prevent  the  spread  of  weapons  of  mass  de- 
struction and  violating  the  basic  human  rights  of  its  people.  By  any 
standard,  this  record  is  not  reassuring. 

The  leaders  of  China,  on  the  other  hand,  see  a  U.S.  Government 
that  threatens  economic  sanctions  against  it,  blocks  its  entry  into 
the  newly  formed  World  Trade  Organization  and  the  General 
Agreement  on  Trade  and  Tariffs,  although  this  blockage  occurs 
with  the  cooperation  of  Japan  and  our  Western  European  allies, 
sells  high-performance  aircraft  to  Taiwan  in  alleged  violation  of  the 
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August  1982  U.S.-PRC  agreement  constraining  such  sales,  hosts 
funds  and  honors  Chinese  dissidents  who  wish  to  topple  the  main- 
land government,  refuses  to  host  its  high  level  leaders,  broadcasts 
a  steady  stream  of  negative  news  about  China  on  the  Voice  of 
America  while  neglecting  the  achievements  of  the  regime,  demands 
perfect  implementation  of  various  regulations  that  Beijing  lacks  the 
institutional  capacity  to  enforce  throughout  that  vast  land,  inces- 
santly criticizes  its  human  rights  record  while  ignoring  the  en- 
hanced dignity  enjoyed  by  Chinese  through  the  improvements  in 
their  standard  of  living  since  1978,  and  has  characterized  China  as 
a  backlash  state  along  with  Iraq,  Iran,  Burma,  and  North  Korea 
as  was  stated  by  National  Security  Advisor  Anthony  Lake  in  a  fall 
1993  speech. 

Six  years  have  passed  since  either  the  President  or  Vice  Presi- 
dent of  the  United  States  has  journeyed  to  Beijing  for  extensive 
and  serious  consultations  about  world  and  bilateral  affairs.  And 
neither  the  President  nor  the  Premiere  of  China  has  been  invited 
to  the  White  House  since  1988. 

Many  in  Congress  are  calling  for  the  reestablishment  of  full  dip- 
lomatic relations  with  Taiwan,  its  admission  to  the  United  Nations 
and  the  recognition  of  Tibet  as  an  independent  country. 

Nor  can  the  executive  branch  convincingly  tell  the  Chinese  Gov- 
ernment that  the  Congress  does  not  enunciate  the  foreign  policy  of 
the  United  States,  since  the  administration  acknowledges  Lee 
Teng-hui's  visit  resulted  from  congressional  pressure. 

Taken  together  and  there  is  good  reason  for  American  actions  in 
all  of  these  areas,  nonetheless,  taken  together,  this  record  of  Amer- 
ican words  and  deeds  understandably  raises  doubt  in  Chinese 
minds  about  America's  eagerness  to  welcome  their  nation's  entry  as 
a  full  partner  in  the  councils  of  nations. 

Symbolizing  the  deterioration  in  relations,  neither  Beijing  nor 
Washington  now  is  represented  at  the  ambassadorial  level  in  the 
other's  capital.  Clearly,  this  is  not  a  healthy  situation.  Emotion 
rather  than  reason,  dogma  rather  than  realism  are  beginning  to 
dominate  both  capitals. 

Numerous  factors  have  produced  the  current  state  of  affairs.  I 
would  prefer  not  to  go  into  those  considerations  at  this  moment; 
but,  tragically,  both  sides  are  neglecting  the  underlying  reality. 
Neither  can  enjoy  peace  and  prosperity  without  constructive  Sino- 
American  relations.  The  United  States  cannot  afford  to  have  China 
as  an  enemy.  China  is  too  big.  The  rest  of  Asia  will  not  join  the 
United  States  in  an  anti-Beijing  crusade. 

For  20  years,  from  1949  to  1978,  Washington  sought  to  isolate 
and  impoverish  China  at  a  time  when  American  strength  relative 
to  China's  was  much  greater  than  today.  That  policy  ended  in  ab- 
ject failure.  There  is  no  alternative  but  to  engage  China. 

Similarlv,  China  needs  America,  our  markets,  our  technology, 
our  capital,  our  military  strength  to  balance  its  potential  adversar- 
ies. These  strains  in  Sino-American  relations  come  at  an  unfortu- 
nate time.  China  is  in  the  midst  of  a  generational  succession  of 
leadership.  The  next  generation  of  Chinese  leaders  as  Ambassador 
Lilley  enunciated  is  now  beginning  to  grapple  with  the  long  list  of 
unsettled  issues  and  problems  inherited  from  the  Deng  era:  chronic 
inflation,  growing  corruption,  a  weak  central  banking  system,  inad- 
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equate  revenue  for  the  central  government,  ill-defined  central  pro- 
vincial relations  and  unbridled  materialism,  a  spiritual  vacuum 
and  an  erosion  of  the  moral  fiber  of  the  populous,  a  growing  in- 
volvement of  the  military  in  the  economy,  ill-defined  civil-military 
relations  and  inadequate  civil  control  over  the  military,  massive 
population  migration  from  rural  to  urban  areas  and  erosion  of  po- 
litical control  over  the  populace,  the  difficulty  of  privatizing  large 
inefficient  state-owned  enterprises,  the  quest  of  the  Communist 
Party  to  redefine  its  role  and  maintain  its  rule  in  the  midst  of  mas- 
sive social  and  economic  changes,  the  lack  of  an  independent  judici- 
ary and  a  genuine  legal  system  and  a  weak  system  of  representa- 
tive assemblies. 

This  is  a  sobering  list  of  challenges  confronting  Deng's  succes- 
sors. There  is  no  reason  to  assume  all  or  even  most  of  these  prob- 
lems will  be  surmounted.  What  is  at  stake  concerns  China's  future 
governance.  Will  China  continue  to  have  an  effective  central  gov- 
ernment. The  total  disintegration  of  the  central  government  in  my 
opinion  is  unlikely.  But  China  could  have  a  very  weak  central  gov- 
ernment, corrupt,  unable  to  enforce  the  international  agreements  it 
signs,  unable  to  use  monetary  and  fiscal  policies  to  regulate  the 
economy,  unable  to  play  a  constructive  role  in  the  maintenance  of 
stability  in  the  region. 

The  United  States  has  an  interest,  therefore,  in  China  success- 
fully addressing  its  long  list  of  domestic  institutional  problems. 
Were  China  to  address  these  issues  successfully,  however,  there  is 
no  guarantee  it  will  be  a  responsible  power.  Aj\d  here  I  recognize 
the  legitimacy  of  the  questions  that  Mr.  Rohrabacher  raised. 

Let  us  realistically  recognize  the  possible  dangers  China  could 
seek  to  be  the  hegemonic  power  in  East  Asia.  In  short,  we  are  at 
an  important  juncture  that  demands  engagement,  activism,  pres- 
ence and  influence. 

President  Nixon  realized  this  when  he  journeyed  to  China  not 
only  in  1971-72,  but  in  October  of  1989.  I  accompanied  the  former 
President  at  that  time  and  I  would  like  to  use  this  occasion  to 
quote  from  him  and  my  testimony  quotes  liberally  from  both  the 
letter  that  President  Nixon  wrote  Deng  Xiaoping  in  October  of  1989 
and  the  report  that  he  delivered  to  President  Bush  upon  his  return 
from  that  visit. 

I  do  not  want  to  read  here  what  I  have  put  in  writing  in  my  re- 
port, but  I  would  like  to  briefly  quote  what  seems  to  me  to  be  the 
essence  of  President  Nixon's  views.  "The  Chinese  conservatives  see 
our  presence  as  destabilizing.  The  reformers  see  it  as  essential  to 
the  modernization  process,"  wrote  President  Nixon. 

Not  until  the  succession  struggle  is  over  will  this  debate  be  resolved  in  one  direc- 
tion or  the  other.  We  have  some,  but  not  decisive  leverage  in  affecting  the  outcome 
of  the  debate.  Our  present  posture,  however,  precludes  us  from  exercising  the  lim- 
ited influence  that  we  do  possess.  And  this  inadvertently  benefits  the  conservatives. 
The  American  long-term  strategic  interests  in  the  outcome  of  this  debate  should  not 
be  underestimated.  What  is  at  stake  over  the  long  run  is  the  nature  of  America's 
involvement  in  East  Asia.  In  the  current  emotion  of  the  moment,  our  Nation  seems 
to  be  forgetting  an  important  point.  A  modernizing  unified  and  effectively  governed 
China  that  has  good  relations  with  us  is  by  far  the  preferred  solution  for  advancing 
American  security  interests  in  East  Asia. 

At  the  time  when  we  are  appropriately  occupied  with  the  historic  challenges  and 
opportunities  in  Western  Europe,  Eastern  Europe  and  the  Soviet  Union,  let  us  not 
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neglect  the  situation  in  Asia  where  inattention  on  our  part  now  could  inadvertently 
create  a  major  security  problem  for  the  next  generation. 

As  President  Nixon  stated  to  the  Premiere  of  China,  at  the  time, 
Li  Peng, 

Peace,  China  plays  an  indispensable  role  in  the  maintenance  of  stability  in  the 
Asia-Pacific  region.  Peace  cannot  be  maintained  in  Korea,  the  Taiwan  issue  cannot 
be  resolved  peacefully,  the  people  of  Hong  Kong  cannot  enjoy  a  future  as  an  autono- 
mous capitalist  and  democratic  entity  and  tranquility  cannot  at  last  be  found  in 
Indochina  unless  China  is  constructively  and  responsibly  engaged  in  regional  af- 
fairs. 

Clearly,  the  United  States  is  straying  from  the  path  charted  by 
President  Nixon  and  every  administration  until  this  one.  The  time 
has  come  to  return  to  that  path  and  to  work  with  China  while  re- 
taining our  alliances  in  the  region  and  our  force  posture  should 
things  go  awry. 

What  do  I  recommend  at  this  point? 

First,  both  capitals  need  to  calm  down.  Cease  the  rhetoric.  Both 
the  President  and  the  Republican  leadership  in  Congress  have  a 
particular  responsibility  to  discipline  their  ranks  as  the  Chinese 
foreign  policy  spokesmen  must  do  on  their  side.  We  are  not  fated 
to  be  enemies.  As  President  Nixon  understood,  the  interests  our 
two  nations  share  far  outweigh  the  interests  that  divide  us. 

Second,  and  here  I  underscore  Ambassador  Lilley's,  my  good 
friend,  Ambassador  Lilley's  testimony,  the  time  has  come  to  rees- 
tablish high-level  dialogue  between  the  leaders  of  the  two  coun- 
tries. President  Clinton  should  welcome  Jiang  Zemin  to  the  White 
House  when  Jiang  will  be  in  the  United  States  for  the  United  Na- 
tions Special  Session  in  October. 

As  President  Nixon  so  often  stated,  "We  should  never  negotiate 
out  of  fear  but  we  should  never  fear  to  negotiate." 

Assuming  that  visit  is  productive  and  some  emotion  is  bound  to 
surround  it,  the  President  should  extend  his  November  trip  to 
Osaka  for  the  Asia-Pacific  Leaders  Summit  to  include  a  stop  in 
Beijing  and  possibly  Hanoi  as  well. 

Periodic  and  lengthy  discussions  among  the  top  leaders  are  es- 
sential for  Sino-American  relations  to  work  well.  They  generate  the 
will  and  shared  perspective  to  manage  well  the  many  serious  prob- 
lems dividing  the  two  countries. 

I  join  Ambassador  Lilley's  testimony  in  saying  that  without  an 
overarching  architecture  and  discussion  between  the  leaders  of  the 
two  countries,  as  President  Nixon  brought,  it  becomes  very  difficult 
to  address  each  of  the  separate  specific  issues  that  indeed  need  to 
be  addressed,  need  to  be  addressed  vigorously  and  in  very  tough 
fashion. 

And,  third,  within  the  United  States,  much  more  thought  and  at- 
tention must  be  given  to  the  implications  of  China's  rapid  rise  in 
world  affairs.  Balance  is  required.  Neither  myopia  about  the  China 
market,  nor  hysteria  about  the  China  threat. 

Let  me  conclude  by  saying  that  an  integrated  multifaceted  and 
multilateral  strategy  pursued  in  cooperation  with  our  Asian  allies 
and  China,  itself,  is  the  only  way  to  ensure  the  continued  stability 
and  prosperity  of  the  Asia-Pacific  region  and  the  peaceful  inclusion 
of  China  in  the  world  community.  Thank  you. 
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[The  prepared  statement  of  Dr.  Oksenberg  appears  in  the  appen- 
dix.] 

Mr.  Bereuter.  Thank  you  very  much  for  your  excellent  testi- 
mony and  specific  recommendations. 

The  next  witness  is  Dr.  Shirk  from  the  University  of  California. 

Mr.  ROHRABACHER.  Mr.  Chairman. 

Mr.  Bereuter.  Yes. 

Mr.  RoHRABACHER.  I  regret  having  to  leave  in  the  middle  of  this 
testimony,  but  I  would  just  like  to  thank  you  very  much  and  to 
thank  our  witnesses  so  far.  It  has  been  very  illuminating  and 
thought  provoking  testimony  and  I  am  sorry  that  I  have — it  is  one 
of  those  things  where  you  have  got  to  take  a  long  schedule,  but 
thank  you  very  much  for  your  testimony  and  I  am  sorry  that  I  have 
to  leave  at  this  time. 

Mr.  Bereuter.  Thank  you.  We  understand  too  well  the  difficul- 
ties here.  Do  you  want  to  have  the  testimony  for  the  fellow  Califor- 
nian,  so  we  will  make  sure  that  you  get  it. 

Dr.  Shirk,  your  testimony  will  be  made  a  part  of  the  record.  You 
may  proceed  as  you  wish. 

STATEMENT  OF  DR.  SUSAN  L.  SfflRK,  DIRECTOR,  INSTITUTE 
ON  GLOBAL  CONFLICT  AND  COOPERATION,  UNIVERSITY  OF 
CALIFORNIA,  SAN  DIEGO 

Dr.  Shirk.  Thank  you.  Thank  you,  Mr.  Chairman,  thank  you  for 
the  opportunity  to  address  your  committee.  My  remarks  today  sum- 
marize the  written  testimony  I  have  prepared  that  analyzes  how 
the  competition  for  leadership  succession  in  China  shapes  its  for- 
eign and  domestic  policy. 

I  want  to  highlight  the  very  serious  implications  of  domestic  poli- 
tics in  China  for  China's  relations  with  the  United  States  and  I 
hope  that  I  can  go  beyond  the  broad  brush  statements  that  Chair- 
man Oilman  is  tired  of  hearing  about  succession. 

My  overall  conclusion  is  that  we  can  expect  to  see  very  tough 
Chinese  positions  toward  the  United  States  during  the  next  few 
years  until  the  post-Deng  successors  have  consolidated  their  rule. 
And  what  this  means  is  that  if  the  United  States  tries  to  use  public 
pressure  and  economic  sanctions  to  make  the  Chinese  comply  with 
our  demands  on  nuclear  missile  proliferation  and  on  human  rights, 
domestic  politics  is  simply  going  to  drive  Chinese  leaders  to  dig  in 
their  heels  and  say  no  to  us. 

And  if  we  try  to  interject  ourselves  in  the  evolving  relationship 
between  the  mainland  and  Taiwan,  which  Ambassador  Lilley  has 
pointed  out  is  evolving  in  the  right  direction,  we  can  expect  Beijing 
to  retaliate  against  us  and  against  Taiwan  as  it  did  when  we  per- 
mitted the  visit  of  Taiwan  President  Lee  Teng-hui  here. 

How  then  should  we  handle  our  relations  with  the  China  that  is 
behaving  in  this  suspicious  and  hostile  manner  toward  us?  It  is  ex- 
tremely frustrating  for  Americans  that  our  policymakers  have  not 
been  aole  to  get  the  Chinese  to  stop  selling  missiles  or  imprisoning 
dissidents  and  that  our  relations  seem  to  be  getting  worse. 

To  find  an  effective  policy  approach,  we  need  to  understand  the 
underlying  domestic  causes  of  China's  international  behavior.  First, 
leadership   succession:  with  Deng  Xiaoping  gravely  ill  and  near 
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death,  the  contest  for  power  in  the  post-Deng  regime  dominates  all 
policymaking  in  China,  foreign  policy  as  well  as  domestic  policy. 

Now,  in  a  Communist  country  like  China,  there  are  also  politi- 
cians, but  they  campaign  not  to  an  electorate  of  ordinary  citizens, 
but  to  what  I  would  call  a  selectorate  consisting  of  the  several  hun- 
dred government.  Communist  Party  and  military  officials  who  sit 
in  the  Central  Committee  along  with  the  half-a-dozen  or  so  revolu- 
tionary elders  who  hold  no  formal  posts. 

These  officials  have  the  power  to  choose  the  next  generation  of 
leaders  in  China.  When  political  struggle  is  waged  between  the 
leaders,  each  aspiring  leader  heads  up  a  network  of  officials  who 
are  his  clients.  He  extends  patronage  to  them.  These  patron  client 
networks  are  commonly  known  as  factions. 

Now  when  the  factions  are  contending  for  power  and  the  leaders 
of  these  rival  factions  are  competing  with  one  another,  foreign  pol- 
icy takes  on  a  symbolic  function.  Factions  signal  their  strength  to 
the  elite  and  one  of  the  ways  they  do  this  is  by  taking  bold  actions 
internationally.  The  specific  content  of  the  action  is  less  important 
than  the  impression  that  the  leader  is  strong  enough  to  take  ac- 
tion. Risky  or  costly  actions  convey  stronger  leadership. 

For  example,  look  at  Li  Peng.  Li  Peng  currently  has  the  respon- 
sibility in  the  Politburo  for  Foreign  Affairs.  Therefore,  he  takes  per- 
sonal responsibility  for  the  action  of  cutting  off  contacts  with  the 
U.S.  Government  in  retaliation  for  the  Lee  Teng-hui  visit. 

Li  Peng  in  doing  so  was  signaling  to  the  Chinese  elite  that  his 
faction  is  strong.  He  provoked  diplomatic  conflict  not  for  its  own 
sake,  but  to  enhance  his  individual  reputation  at  home.  The  arrest 
of  Harry  Wu  reflects  the  same  domestic  political  logic. 

Therefore,  we  should  expect  for  the  next  few  years,  anyway,  suc- 
cession politics  will  induce  Chinese  leaders  to  take  uncompromising 
positions  toward  the  United  States  on  issues  like  proliferation, 
human  rights  and  Taiwan.  I  expect  them  to  be  more  pragmatic  and 
flexible,  and  they  have  already  shown  themselves  to  be  that  way, 
on  economic  issues,  like  intellectual  property  rights  and  market 
opening.  Because  these  issues  are  not  primarily  symbolic;  they 
have  direct  benefits  for  interest  groups  in  China. 

But  on  noneconomic  issues,  Chinese  leaders  win  domestic  sup- 
port by  what  looks  to  me  like  something  you  might  call  conspicuous 
intransigence  to  U.S.  demands. 

A  second  domestic  influence  on  foreign  policy  is  China's  sense  of 
its  own  historv.  China  for  more  than  1,000  years  until  the  mid- 19th 
century  was  the  regional  hegemon  and  held  that  dominance  by  vir- 
tue of  its  superiority  in  both  cultural  and  economic  realms  as  well 
as  political  and  military  ones. 

During  the  last  150  years,  however,  China's  role  in  the  world 
was  drastically  diminished  by  its  internal  weakness,  economic 
decay  and  political  conflict.  Chinese  elites,  and  I  cannot  stress  this 
enough,  really  experienced  this  period  of  weakness  and  decline  as 
a  deep  humiliation.  But  since  the  reforms  were  initiated  by  Deng 
Xiaoping  in  1978,  China's  economic  dynamism  has  been  revived 
and  the  self-confidence  of  its  elite  has  been  restored. 

So  now  they  want  to  show  the  world  and  their  domestic  constitu- 
encies that  China  is  once  again  a  major  power  deserving  of  respect. 
Of  course,  this  could  be  a  very  dangerous  combination:  A  country 
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with  a  drive  to  recover  its  international  status,  stimulated  by  the 
pressures  of  domestic  leadership  competition.  We  could  find  our- 
selves confronted  by  an  aggressive  China  bent  on  restoring  its  lost 
empire.  China's  military  modernization  program  while  not  a  short- 
term  threat  because  it  starts  fi^om  a  base  of  technological  back- 
wardness, if  continued  for  a  decade,  would  give  China  the  capabil- 
ity of  dominating  its  Asian  neighbors. 

To  prevent  China  from  becoming  hostile  to  us,  from  becoming  a 
military  threat  to  its  neighbors,  U.S.  policy  has  to,  as  Chairman 
Mao  used  to  say,  "stand  on  two  legs."  First,  the  United  States  has 
to  be  prepared  for  the  worst.  We  must  prepare  a  robust  and  credi- 
ble military  deterrent  against  the  possibility  of  Chinese  aggression 
in  Asia  including  aggression  against  Taiwan.  So  we  have  to  have 
a  tough  military  deterrence  to  prevent  the  worst  from  happening. 

But,  second,  we  want  to  encourage  China  not  to  be  an  enemy  by 
employing  a  smart  diplomatic  strategy  that  takes  into  account  the 
dynamics  of  domestic  politics.  To  continue  to  pressure  China  to  do 
things  they  do  not  want  to  do  about  proliferation,  human  rights 
and  Taiwan  by  means  of  public  demands  and  economic  sanctions 
is  simply  not  smart.  It  is  counterproductive. 

The  pressure  politics  approach  provides  wonderful  opportunities 
for  Chinese  leaders  to  win  domestic  support  by  showing  how  strong 
they  are,  digging  in  their  heels  against  the  U.S.  pressure  politics 
also  strengthens  the  hand  of  the  hardliners  in  Beijing  and  makes 
it  difficult  for  reform  minded  politicians,  of  the  sort  described  by 
Ambassador  Lilley,  to  cooperate  with  us. 

Pressure  politics  is  not  smart  or  productive  because  it  turns  U.S.- 
China relations  into  a  very  public  arm-wrestling  match.  And  in  this 
kind  of  public  arm- wrestling  match,  Chinese  leaders  have  to  prove 
they  are  strong  enough  to  resist  U.S.  pressure. 

What  would  be  more  productive  is  to  help  Chinese  leaders  find 
opportunities  for  bold,  but  positive  foreign  policy  initiatives  that 
can  win  them  domestic  support.  And,  in  fact,  the  Taiwan  situation 
presents  just  such  an  opportunity. 

The  Chinese  leader,  the  successor  to  Deng  Xiaoping,  who 
launches  serious  political  negotiations  with  Taiwan,  who  builds  on 
the  low  level  discussions  already  underway  and  achieves  some 
agreement  that  both  sides  can  define  as  reunification,  will  win 
great  domestic  acclaim.  And  so  I  agree  completely  with  Ambas- 
sador Lilley  that  it  is  very  important  for  the  United  States  to  exer- 
cise great  care  in  its  policies  toward  Taiwan  so  as  not  to  inadvert- 
ently discourage  this  kind  of  cross-straits  statesmanship  on 
Beijing's  part,  which  is  the  only  long-term  solution  to  the  main- 
land-Taiwan embroglio. 

I  also  believe  that  multilateral  settings  in  the  Asia-Pacific  region 
present  China  opportunities  for  this  kind  of  positive  statesmanship 
that  can  win  domestic  support. 

When  a  number  of  other  countries  are  involved,  China  is  less 
likely  to  view  discussions  as  a  contest  of  wills,  a  zero-sum  game, 
and  China  will  seek  to  avoid  being  isolated  from  the  group. 

Now,  within  the  Asia-Pacific  region,  there  are  two  types  of  multi- 
lateral opportunities  for  statesmanship  for  China.  Both  types 
should  be  promoted  by  Washington  as  ways  of  inducing  cooperative 
behavior  on  China's  part. 
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First,  China  can  expand  its  leading  role  in  official  regional  orga- 
nizations like  the  Asia-Pacific  Economic  Cooperation  Forum  and 
the  ASEAN  Regional  Forum. 

I  would  like  to  point  out  that  if  the  United  States  continues — I 
mean  if  China  continues  to  view  the  United  States  with  suspicion, 
it  will  certainly  want  to  cultivate  harmonious  and  cooperative  rela- 
tions with  its  Asian  neighbors.  It  will  not  be  able  to  afford  not  to. 
But  it  might  start  to  use  these  regional  organizations  to  try  to  side- 
line the  United  States  and  make  these  regional  organizations  ex- 
clusively Asian. 

A  second  possibility,  a  second  type  of  multilateral  setting  for  Chi- 
nese statesmanship  would  be  the  emergence  of  a  strong  relation- 
ship among  the  four  major  powers  in  the  region:  China,  Japan, 
Russia  and  the  United  States.  Something  that  resembles  a  kind  of 
Asian-Pacific  concert  of  powers.  Such  an  informal  agreement  for 
these  four  powers  to  meet  regularly,  to  peacefully  resolve  disputes 
among  themselves  and  prevent  conflicts  elsewhere  in  the  region 
from  sparking  conflict  among  themselves  would  be  reassuring  to 
everyone  in  the  region  and  would  provide  effective  leadership  for 
regional  organizations. 

An  Asian-Pacific  concert  of  powers  would  bring  China  the  status 
and  respect  it  believes  it  deserves.  A  concert  would  also  enable 
China  and  the  United  States  to  find  a  deeper  sense  of  great  power 
partnership  that  could  sustain  the  relationship  when  it  is  buffeted 
by  issues  of  contention  and  domestic  political  pressures  in  both 
countries. 

And  I  would  like  to  point  out  that  a  hopeful  sign  of  progress  in 
this  direction  is  that  even  at  this  time  when  the  tension  in  U.S.- 
China relations  is  high,  China  has  offered  to  host  the  next  meeting 
of  the  Northeast  Asia  Cooperation  Dialogue,  an  informal  dialogue 
among  the  four  major  powers  and  the  two  Koreas  that  has  been  es- 
tablished by  the  Institute  I  direct,  the  University  of  California  In- 
stitute on  Global  Conflict  and  Cooperation. 

In  conclusion,  I  want  to  emphasize  that  smart  and  effective  poli- 
cies toward  China  cannot  go  against  the  grain  of  Chinese  domestic 
politics.  They  must  coincide  with  the  dynamics  of  Chinese  domestic 
politics.  So  while  maintaining  a  military  deterrent  against  possible 
Chinese  aggression  in  the  region,  we  also  must  act  with  subtlety 
and  patience  in  our  political  relations  with  China. 

Although,  of  course,  we  cannot  abandon  our  global  commitments 
to  nonproliferation,  human  rights  and  open  trade,  we  have  to  pick 
our  fights  with  China  very,  very  carefully  so  as  to  avoid  provoking 
the  responses  we  do  not  want  by  using  pressure  politics. 

We  also  should  avoid  interfering  in  the  long  term  positive  process 
of  reconciliation  between  the  mainland  and  Taiwan,  and  I  agree 
with  Mike  Oksenberg  that  we  should  find  opportunities  such  as 
meetings  between  our  Heads  of  State  that  allow  us  to  express  re- 
spect for  China  as  a  world  power  even  though  we  may  disagree 
with  many  of  its  specific  policies. 

And,  finally,  we  should  encourage  Chinese  leaders  to  work 
through  regional  processes,  to  pursue  foreign  policies  that  are  bold 
and  constructive. 

Thank  you,  Mr.  Chairman. 

[The  prepared  statement  of  Dr.  Shirk  appears  in  the  appendix.] 


18 

Mr.  Bereuter.  Thank  you  very  much,  Dr.  Shirk,  Thanks  to  all 
of  our  witnesses. 

I  would  begin  our  question  period  with  our  chairman,  Mr.  Gil- 
man. 

Mr.  Oilman. 

Mr.  Oilman.  Thank  you,  Mr.  Chairman. 

Mr.  Manzullo.  Would  you  yield  just  for  about  10  seconds? 

Mr.  Oilman.  I  would  be  pleased  to  yield  to  the  gentleman. 

Mr.  Manzullo.  I,  too,  have  to  run.  In  fact,  I  am  going  down  to 
the  floor  now  to  speak  in  favor  of  MFN  status  for  China  armed 
with  some  very  relevant  material  here.  So  please  excuse  my  ab- 
sence, but  we  are  carrying  out  a  very  important  mission  on  the 
floor  now.  Thank  you. 

Mr.  Oilman.  Thank  you,  Mr.  Chairman,  and  we  certainly  bene- 
fited by  the  expertise  statements  today  from  people  who  have  been 
so  deeply  involved  in  the  studies  of  China  and  China's  future  and 
I  am  sure  we  all  have  a  number  of  questions. 

Last  summer,  our  Defense  Department  issued  a  net  assessment 
entitled,  "China  in  the  Near  Term",  which  included  an  assessment 
of  50  percent  of  the  panelists  that  the  most  likely  scenario  for  Chi- 
na's future  is  disintegration.  I  would  welcome  your  comments  with 
regard  to  that  assessment. 

Dr.  Shirk.  Well,  I  am  considered  something  of  a  specialist  on 
center  local  relations  in  China  and  I  have  spent  a  lot  of  time  speak- 
ing in  Japan,  in  particular,  and  arguing  with  Japanese  scholars 
who  were  predicting  that  China  was  going  to  fall  apart. 

The  arguments  I  made  were  primarily  that  local  leaders  in  China 
are  still  appointed  by  Beijing.  And  that  that  control,  that  appoint- 
ment power  that  the  Central  Party  leaders  have  over  the  actions 
of  local  officials,  over  the  careers  of  local  officials,  does  provide 
some  guarantee  that  local  officials  will  not  resist  central  govern- 
ment directives  in  too  blatant  a  manner.  If  they  can  do  it  in  a  way 
which  is  not  observable,  if  they  can  get  away  with  policies  that 
bring  them  more  revenues,  bring  them  more  foreign  investment, 
bring  more  benefit  to  their  local  populations,  then  they  certainly 
will  do  it.  But  if  the  central  leadership  decides  that  an  issue  is 
really  important  and  gives  the  orders  down  to  the  provincial  lead- 
ers, those  orders  get  followed. 

Having  said  that,  I  am  writing  a  piece  right  now  that  raises  the 
odds  that  China  will  have  a  very  weak  central  leadership  and  will 
operate  as  if  it  were  disintegrated  even  though  I  would  not  expect 
China  to  formally  divide  into  several  nations  as  the  Soviet  Union 
did.  And  I  think  the  main  reason  for  the  weakness  of  the  central 
government  right  now  is  that  the  fiscal  system  is  in  a  complete 
mess  and  that  the  tax  reform  which  everyone  thought  was  going 
to  be  the  solution  has  not  been  the  solution  and  local  officials  have 
found  ways  of  getting  around  it  to  keep  revenues  down  in  the  prov- 
inces rather  than  sending  them  to  Beijing.  And  with  the  disappear- 
ance of  central  planning,  this  leaves  the  Center  with  very  few  le- 
vers of  control  over  the  provinces.  So  I  think  we  should  expect  a 
country  with  weak  central  control  and  a  country  that  behaves  as 
if  it  were  disintegrated,  including  breakdown  of  law  and  order  on 
the  provincial  level,  but  not  formal  division  into  separate  countries. 

Mr.  Bereuter.  Will  the  chairman  yield  just  a  second? 
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Mr.  Oilman.  I  will  be  pleased  to  yield  to  the  chairman. 

Mr.  Bereuter.  I  have  been  informed  I  have  to  go  to  the  floor  to 
begin  debate  on  my  resolution.  I  apologize  to  our  witnesses.  I  truly 
regret  it.  I  would  like  to  have  a  chance  to  perhaps  submit  a  few 
written  questions,  if  I  mav. 

Mr.  Chairman,  I  will  depend  upon  you  and  Mr,  Berman  to  pro- 
ceed if  that  is  all  right. 

Mr.  Oilman.  Thank  you,  Mr.  Chairman. 

We  share  the  Chair. 

Dr.  Oksenberg,  would  you  comment  on  that  last  question? 

Dr.  Oksenberg.  Yes.  Mr.  Chairman,  I  believe  that  the  range  of 
possibilities  concerning  the  Chinese  political  future  is  rather  wide. 
One  could  envision  scenarios  ranging  from  the  one  you  mentioned, 
disintegration  of  the  central  government  itself,  to  a  weak  central 
government  that  is  corrupt,  unable  to  exercise  monetary  and  fiscal 
policies  to  guide  the  economy  in  a  coherent  fashion,  and  unable  to 
implement  many  international  agreements  which  it  has  signed  to 
a  reformed  central  government  and  political  party.  Communist 
Party,  which  would  galvanize  the  nation,  reestablish  the  legitimacy 
of  the  regime  through  major  political  reforms,  to  a  possibility  that 
should  not  be  totally  excluded  of  embarking  on  democratization,  to 
a  possibility  of  a  reassertion  of  harsher  authoritarian  rule  in 
China. 

Among  these  various  possibilities,  to  me  the  most  likely  outcomes 
are  either  a  continued  deterioration  in  the  efficacy  of  the  central 
government  or  the  initiation  of  reforms,  political  reforms  in  the 
post-Deng  era.  Much  depends  upon  the  nature  of  the  succession 
and  the  emergence  of  political  leaders  and  a  broad-based  coalition 
of  support  within  the  country  at  large  for  political  reform. 

Here  is  where  Ambassador  Lilley  s  opening  remarks  are  particu- 
larly important,  for  one  should  not  discount  the  possibility  of  major 
political  reform.  There  are  many  people  at  the  provincial  level  as 
well  who  see  the  dangers  of  a  weak  central  government.  But  I 
would  mislead  you  if  I  were  to  tell  you  that  I  had  some  special  in- 
sight into  what  precisely  is  going  to  happen  in  China.  The  only 
thing  that  makes  me  comfortable  in  this  assertion  is  the  realization 
that  the  Chinese  themselves  feel  somewhat  uncertain  about  their 
political  future. 

What  are  the  implications,  however,  of  my  observation?  I  think 
the  implications  are  that  the  United  States  now  must  be  more  ac- 
tively engaged  in  China  to  shape  the  thinking  of  Chinese  leaders, 
to  nurture  those  who  seek  to  undertake  reform  and  as  Dr.  Shirk 
stated  in  her  testimony,  not  to  undertake  those  actions  which  ei- 
ther would  contribute  to  the  further  weakening  of  a  central  govern- 
ment or  to  strengthen  the  hands  of  those  who  would  seek  to  reim- 
pose  a  more  harsh  authoritarian  rule. 

Mr.  Oilman.  Thank  you. 

Ambassador  Lilley,  would  you  care  to  comment? 

Mr.  Lilley.  Yes.  I  think  the  Chinese  leadership  themselves  are 
conscious  of  what  they  call  fragmentation.  There  have  been  a  series 
of  internal  documents  written  for  them  which  use  this  buzz  word 
"fragmentation"  because  it  gets  their  attention.  They  know  the 
tragedy  of  China's  past  in  terms  of  warlordism  and  fragmentation 
under  foreign  influences  when  China  was  almost  taken  over  by 
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Western  "barbarians."  But  now  the  central  government  maintains 
levers  of  power  which  prevent  this  from  happening. 

These  are  specific  levers  they  have  at  their  disposal.  The  first  is 
military.  The  PLA  is  centralized.  The  PLA's  logistic  control  comes 
from  the  Center  as  does  a  great  deal  of  its  budget.  The  PLA  has 
been  told  they  have  two  missions.  One  is  to  defend  Chinese  sov- 
ereignty, and  the  other  is  to  prevent  internal  chaos.  Translated  into 
direct  terms,  that  means  if  you  go  outside  the  system  to  change  it 
and  you  use  nonconventional  means,  you  can  be  crushed. 
Tiananmen  and  many  other  instances  confirm  this.  But  this  is  a 
measure  of  last  resort.  But  every  Chinese  knows  that  it  exists. 

Second,  I  think  that  there  is  a  nationalism  among  provincial 
leaders.  This  means  that  not  a  single  one  of  these  people  would 
work  toward  a  fragmentation  of  China.  That  is  unacceptable.  In 
terms  of  the  mayors  and  the  governors,  if  you  think  of  China 
breaking  apart,  which  one  is  going  to  do  it?  There  is  not  a  regional 
leader  in  China  that  would  adopt  this  kind  of  program. 

Third,  the  Chinese  keep  control  of  the  great  engine  of  upward 
mobility  in  China,  to  wit:  education.  This  goes  all  the  way  back  to 
the  beginning  of  China.  Education  is  kept  largely  under  Central 
control  and  the  message  is  there,  "China  unity.  China  together. 
China  nationalism." 

Propaganda.  The  dreary  outpouring  of  propaganda!  Listen  to  the 
broadcasts  in  Guang  Dong,  in  South  China,  listen  to  Northwest 
China,  they  are  the  same.  Propaganda  is  drilled  in  night  and  day. 
There  are  magazines  that  are  on  the  fringes,  "Harvest",  "Contem- 
porary China",  "October".  But  these  have  definite  limits  as  to  how 
far  they  can  go  in  attacking  the  Central  Grovernment. 

Macroeconomic  levers  are  also  becoming  available.  We  have  seen 
evidence  recently  that  the  Central  can  exert  some  economic  influ- 
ence in  terms  of  control  of  credit. 

I  think  what  you  have  here  in  China  is  a  fundamental  struggle 
that  goes  back  a  long  way.  There  is  the  regional  horizontal  eco- 
nomic pulls — ^Taiwan,  Hong  Kong — that  affect  regionalism  in  the 
Chinese  economy.  This  is,  overall,  a  positive  trend.  It  has  done  a 
great  deal  for  the  Chinese  people,  new  jobs,  taking  people  out  of 
poverty,  increased  consumerism  all  have  come  into  China  because 
of  these  regional  economic  pulls  which  are  horizontal.  But  going 
against  this,  you  have  the  vertical  political  pulls  from  the  center. 
This  is  not  so  positive.  This  is  the  institution  of  the  party,  estab- 
lishing some  sort  of  control  through  labor  unions,  et  cetera,  to  in- 
fluence the  poHtical  thinking  of  China.  This  is  mocked  and  ridi- 
culed by  some  Chinese,  but  they  have  to  accept  it  because  it  is  a 
reality. 

So  if  you  are  going  to  make  some  sort  of  prognostication  of  what 
is  going  to  happen,  certainly  the  trends  toward  pulling  China  to- 

f ether  at  this  point  are  stronger  than  the  trends  pulling  it  apart, 
hank  you. 

Mr.  Oilman.  Thank  you. 
Mr.  Berman. 

Mr.  Berman.  Thank  you,  Mr.  Chairman. 

There  is  so  much  that  you  have  given  us  to  think  about  and  it 
is  almost  impossible  to  choose.  This  has  really  been  an  exceptional 
hearing  as  far  as  I  am  concerned  in  terms  of  the  issues  that  we 
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have  dealt  with.  Rather  than  choosing  now  to  get  into  lengthy 
questions  about  some  of  the  fundamental  issues  you  have  raised, 
let  me  start  with  a  few  specifics. 

Do  any  of  you  think  it  makes  sense  for  the  U.S.  Government  to 
be  talking  about  extending  diplomatic  recognition  to  Taiwan  or  to 
be  prioritizing  the — to  be  making  an  issue  now  of  Taiwan  member- 
ship in  the  United  Nations? 

Mr.  LiLLEY.  That,  Congressman,  is  a  very  sensitive  subject  and 
you  have  got  to  watch  what  you  say  on  this  very  carefully.  As  for 
extending  diplomatic  relations  to  Taiwan,  I  came  into  the  adminis- 
tration in  1980  when  President  Reagan,  as  a  candidate,  then  sug- 
gested resumption  of  official  relations  with  Taiwan.  And  this 
caused  a  great  firestorm  in  China  and  we  went  through  the  usual 
tantrums  and  posturing  and  accusations,  et  cetera,  et  cetera. 

Within  3  years  we  had  worked  it  out.  And  we  were  moving  ahead 
to 

Mr.  Berman.  You  worked  it  out  to  not  do  what  he  said. 

Mr.  LiLLEY.  We  worked  in  the  sense  that  he  pushed  that  back- 
wards and  what  he  did  was  what  could  be  done  with  Taiwan,  to 
support  them  strongly.  To  say  that  we  stand  beside  them,  that  we 
will  sell  them  the  arms  they  need  to  defend  themselves,  that  he 
was  a  personal  friend  of  Taiwan.  And  I  was  lucky  enough  to  be 
sent  over  as  his  personal  representative  and  gave  assurances  to  our 
friends  in  Taiwan  that  we  were  with  them.  And  they  moved  in  the 
direction  of  democracy  at  our  encouragement.  And  I  think  it  was 
a  proud  chapter  because  at  the  same  time  there  were  great  break- 
throughs with  China. 

And  you  can  manage  this  in  this  way,  if  you  have  the  skill  to  do 
it,  you  can  move  ahead  on  a  double  track.  It  was  done. 

Now,  let  us  get  to  the  issue  of  recognition  of  Taiwan.  I  read 
Speaker  Gingrich's  comments  with  great  care  and  there  were  two 
parts  of  it  I  thought  that  made  sense.  First  of  all,  clearly  saying 
that  we  support  free  markets  and  democracy.  These  are  our  basic 
fundamental  principles  and  we  stand  by  these.  And  I  think  Tony 
Lake  actually  agrees  with  them,  as  Dr.  Oksenberg  said. 

This  is  something  you  cannot  mess  with.  This  is  very  important 
and  Taiwan  has  these  qualities.  And  we  stand  with  them  for  these 
good  and  principled  reasons. 

Number  two,  because  Beijing  was  bullying  this  administration, 
throwing  its  weight  around,  using  a  double  standard  on  us  in  terms 
of  President  Lee  Teng-hui  coming  here,  you  recall  that  he  went  to 
Indonesia,  Singapore,  Thailand,  Philippines,  Jordan,  UAE.  In  four 
instances,  he  met  the  Chief  of  State,  the  Chinese  did  not  do  any- 
thing. 

Mr.  Berman.  Did  he  go  to  Japan,  too? 

Mr.  LiLLEY.  No.  But  he  went  to  those  countries,  all  of  whom  rec- 
ognize China:  Indonesia,  Singapore,  Thailand  and  the  Philippines. 
He  met  President  Ramos  of  the  Philippines,  he  met  the  King  of 
Thailand,  he  met  President  Soeharto.  He  met  Prime  Minister  Gho 
Chok  Tong  of  Singapore. 

I  am  saying  the  Chinese  did  not  give  us  very  good  signals  on  this 
one.  If  he  can  do  that,  why  can  he  not  come  here?  OK 

So  getting  to  the  second  point.  Speaker  Gingrich  said  we  have 
got  to  get  tough.  We  are  not  going  to  get  pushed  around  on  this. 
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China  has  a  double  standard  and  gave  us  the  wrong  signals.  We 
are  going  to  stand  by  our  principles.  Lee  Teng-hui  came  as  a  pri- 
vate citizen  and  graauate  of  a  distinguished  American  University, 
Cornell,  and  who  wrote  his  Ph.D.  thesis  with  great  distinction.  Lee 
is  a  friend.  We  like  him  and  we  trust  him.  And  we  are  going  to 
have  him  here  and  treat  him  with  dignity  as  a  private  citizen. 

Mr.  Berman.  You  mean  he  supported  the  President's  decision  to 
support  the  congressional  recommendation. 

Mr.  LiLLEY.  Right.  And,  finally,  the  one  aspect  that  perhaps 
moved  too  quickly  was  the  third  recommendation  that  you  offer 
diplomatic  recognition  to  Taiwan. 

It  seems  to  me  that  this  then  circumvents  at  one  stroke  agree- 
ments that  were  in  place  for  over  23  years.  And  I  think  you  can 
work  at  these  and  you  can  work  to  cnange  perceptions,  but  you 
cannot  do  it  in  one  stroke  and  throw  out  something  which  is  of  crit- 
ical interest;  namely,  the  issue  of  sovereignty. 

And  I  said  early  in  my  remarks  you  can  bridge  this  gap  between 
what  we  consider  free  market  and  democratic  support  which  we 
will  not  give  on,  and  sovereignty  which  they  will  not  give  on. 

Mr.  Berman.  I  can  tell  you 

Mr.  Oilman.  Will  the  gentleman  yield? 

Mr.  Berman.  Let  me  make  one  comment.  I  will  be  happy  to  yield. 

I  can  tell  you  are  not  only  an  intelligent  analyst,  but  you  are  a 
superb  diplomat. 

I  would  be  happy  to  yield  to  the  chairman. 

Mr.  Oilman.  I  thank  the  gentleman  for  yielding. 

With  regard  to  recognition  of  Taiwan  in  the  United  Nations,  do 
you  see  any  problem  of  parallel  recognition?  You  recognize  the  Peo- 
ple's Republic  on  one  hand  and  recognize  the  Republic  of  China  on 
the  other  hand,  Taiwan,  and  parallel — and  I  must  remind  us  all 
that  the  U.N.  had  initially  granted  recognition  to  Taiwan.  It  was 
only  when  China  interceded  that  they  withdrew  that  recognition. 

Mr.  LiLLEY.  Right. 

Mr.  Oilman.  Right  now,  momentarily  before  our  committee  will 
come  this  resolution.  It  is  a  grant  to  ask  the  U.N.  to  grant  recogni- 
tion to  the  Republic  of  China.  I  would  welcome  your  comment 
about  that  parallel  situation. 

Mr.  LiLLEY.  Well,  sir,  and  I  am  a  practitioner  not  a  philosopher. 
What  has  worked  in  the  past  when  we  had  these  breakthroughs 
with  China  in  the  Reagan/Bush  time  is  we  were  able  to  begin  to 
overcome  this  breach,  step  by  step.  We  did  not  take  a  great  plunge 
into  this  sort  of  two  China,  one  China,  one  Taiwan  sovereignty 
challenge.  It  throws  the  issue  right  in  China's  face.  We  did  work 
carefully  and  diligently  to  keep  both  China  and  Taiwan  in  the  Asia 
Development  Bank  which  is  an  official  ambassadorial  level  organi- 
zation, and  China  bought  onto  it.  We  got  Taiwan  into  APEC,  at 
least  at  the  ministerial  level,  where  you  have  officials  from  both 
China  and  Taiwan  sitting  there  side  by  side.  You  can  accomplish 
this  sort  of  thing  in  many  ways.  Where  we  should  focus  now— and 
my  Taiwan  friends  tell  me  that  that  is  their  focus — is  on  Taiwan 
and  its  immense  financial  resources  and  its  willingness  to  use 
these  to  benefit  the  world,  and  work  to  get  Taiwan  back  into  the 
World  Bank  and  the  IMF.  That  is  where  its  leverage  is  the  great- 
est. That  is  where  China  would  be  seen  to  be  carrying  out  an  ob- 
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stnictive  role  in  keeping  resources  from  this  rich,  prosperous,  gen- 
erous place,  from  being  put  at  the  disposal  of  poor  countries  of  the 
world  through  the  World  Bank  mechanism.  And  China  is  the  big- 
gest recipient  in  the  world  of  World  Bank  largesse. 

It  seems  to  me  these  are  the  issues  we  want  to  focus  on.  If  you 
leap  directly  into  the  sovereignty  issue  and,  as  Susan  Shirk  says 
in  a  clear  way,  you  take  them  on  at  the  most  fundamental  level. 
And  you  just  get  into  this  sort  of  slamming  match  of  principle.  You 
have  got  to  pull  it  down  out  of  the  stratosphere,  down  into  the 
weeds  where,  "What  do  you  have  that  we  want?  What  do  I  have 
that  you  want?"  And  get  these  things  solved. 

That  is  the  way  we  made  these  things  happen  before.  That  would 
advance  Taiwan's  international  position.  Unfortunately,  recently 
because  of  mishandling  of  China  and  Taiwan,  the  Chinese  position 
has  gotten  tougher.  They  are  trying  to  keep  Taiwan  out  of  the 
ASEAN  Regional  Forum.  They  are  also  being  very  difficult  in  non- 
governmental organizations.  They  are  trying  to  keep  Chinese-Tai- 
wan women  out  of  the  World  Women's  Conference.  Small  trivial 
nasty  moves  like  these  block  progress. 

We  have  succeeded  in  the  past  but  we  have  now  created  a  situa- 
tion which  has  caused  them  to  act  in  this  rather  peevish  way. 

Mr.  Oilman.  Would  the  gentleman  further  yield?  Dr.  Shirk  want- 
ed to  comment. 

Dr.  Shirk.  I  just  wanted  to  reinforce  what  Ambassador  Lilley 
said.  My  own  view  is  that  an  ultimate  agreement  between  the 
mainland  and  Taiwan  that  preserves  democracy,  freedom  and  mar- 
kets on  Taiwan  is  possible.  And  that  any  such  agreement  to  be  ac- 
ceptable to  Taiwan  will  have  to  involve  participation  by  Taiwan  in 
international  organizations  like  the  United  Nations. 

And  I  believe  that  in  the  long  run,  Beijing  can  live  with  this,  but 
they  will  never  sign  on  to  something  like  that  if  they  believe  it  is 
something  that  we  have  imposed  upon  them.  If  it  is  their  positive 
statesmanship  to  resolve  this  difficult  situation  with  Taiwan  and  to 
join  together  to  cooperate  between  the  mainland  and  Taiwan  in 
some  agreement  that  both  sides  can  define  as  reunification,  al- 
though it  will  be  extremely  loose,  then  participation  by  Taiwan  in 
the  United  Nations  will  be  acceptable. 

We  should  not  prevent  that  fi-om  ultimately  happening  by  mov- 
ing unilaterally  now. 

Mr.  Oilman.  I  thank  the  gentleman  for  yielding. 

Mr.  Berman.  Let  me  just  try  and  sum  up.  Is  it  fair  to  say  both 
of  you  are  saying  for  those  of  us  who  care  about  the  security  of  Tai- 
wan, who  want  to  encourage  and  promote  what  has  happened  there 
and  what  is  going  on  there  even  in  recent  years  in  terms  of  contin- 
ued strength  of  its  free  market  economy  and  growth  in  its  demo- 
cratic institutions,  that  we  can  best  befriend  Taiwan  by  not  nec- 
essarily approaching  a  couple  of  these  issues  like  diplomatic  rec- 
ognition and  membership  in  the  United  Nations  as  head-on  public 
spear  carriers  for  those  causes.  Is  that  fair? 

Dr.  Shirk.  Correct. 

Dr.  Oksenberg.  Congressman  Berman,  I  believe  that  Ambas- 
sador Lilly's  answer  to  your  question  was  "no."  And  I  agree  with 
him.  And  I  think  that — and  I  agree  with  the  underlying  reasoning 
here.  There  is  a  historical  process  unfolding  between  Taiwan  and 
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the  mainland  in  resolving  the  residual  issues  of  a  civil  war.  That 
takes,  as  we  know,  a  long  time.  And  one  has  seen  over  the  past 
15  years  in  fact  that  both  the  peace  and  prosperity  of  Taiwan  and 
stability  of  Taiwan  have  increased  as  a  result  of  a  broader  frame 
work  that  has  been  established  in  East  Asia. 

Taiwan's  prosperity  and  stability  are  best  found  in  the  context  of 
improving  Sino-Japanese-American  relations.  We  must  not  forget 
Japan  in  this  equation  as  well.  And  I  think  that  the  danger  is  try- 
ing to  pose  at  a  premature  stage  issues  that  are  best  left  to  the  two 
principal  parties,  Beijing  and  Taipei  to  handle  over  a  longer  period 
of  time.  That  has  been  the  essence  of  American  policy  and  I  think 
that  it  has  worked  on  balance  remarkably  well.  That  process 
should  be  allowed  to  unfold  so  that  certain  solutions  that  could  be 
reached  in  the  future  are  not  precluded  by  prematurely  broaching 
them  at  this  time. 

Mr.  Berman.  Mr.  Chairman,  I  have  about  20  questions  and  I 
have  an  11  o'clock  appointment.  We  are  debating  China  on  the 
floor  of  the  House. 

Mr.  Oilman.  Why  do  we  not  try  to  wind  up  our  discussion  in 
about  15  minutes  so  we  can  both  go  to  the  floor  and  take  the  bene- 
fit of  the  thoughts  that  we  heard  here  this  morning  to  our  col- 
leagues. 

I  would  like  to,  back  and  forth,  with  your  permission. 

Mr.  Berman.  With  my  permission. 

Mr.  Oilman.  With  regard  to  the  thought  that  economic  liberaliza- 
tion is  going  to  bring  about  political  pluralism  in  China,  they  tell 
us  that  40  percent  of  China's  exports  are  sold  to  our  Nation  and 
our  trade  deficit  with  China  has  increased  fourfold  since  1990.  At 
the  same  time,  China  is  the  only  nuclear  power  in  the  world  that 
is  significantly  increasing  their  military  budget  rather  than  de- 
creasing it.  It  is  the  only  nuclear  power  that  is  still  targeting  our 
region. 

From  all  accounts,  human  rights  violations  have  increased  since 
MFN  was  renewed  by  President  Clinton.  How  do  we  justify  that 
situation  when  we  are  trying  to  improve  the  economic  situation,  at 
the  same  time,  we  are  seeing  that  our  concerns  about  human  rights 
and  militarization  going  in  the  opposite  direction  and  the  pluralism 
has  truly  not  come  about?  I  would  welcome  your  comments. 

Dr.  Oksenberg.  Congressman,  in  your  opening  remarks,  I  noted 
that  you  stated  in  a  very  strong  fashion  that  our  China  policy  has 
been  a  failure.  Your  comments  just  now  elaborate  on  that  point. 

I  would  ask  you  what  the  criteria  are  for  evaluating  the  effective- 
ness of  a  policy.  To  me,  at  least,  a  policy  cannot  be  said  to  be  a 
failure  when  some  objectives  have  not  been  met  while  many  others 
have  been  met. 

I  am,  therefore,  reluctant  to  say  that  our  policy  has  been  a  total 
failure.  I  would  point  to  the  many  areas  of  success  while  not  ne- 
glecting the  many  areas  where  our  objectives  have  not  been  met. 

Jim  Lilley  mentioned  some  of  those  areas  of  success;  namely,  the 
improved  relations  between  Taiwan  and  the  Mainland,  the  enor- 
mous reforms  that  have  fundamentally  transformed  the  nature  of 
Chinese  economy  and  society  to  date,  the  continued  existence  of  re- 
formers in  China  who  seek  to  carry  out  additional  reform,  the  co- 
operation that  we  have  elicited  from  China  in  Korea,  particularly 


25 

important,  and  in  bringing  peace  to  Cambodia.  And  in  the  increas- 
ing diversity  of  Chinese  society, 

I  agree  with  you  that  economic  growth  does  not  inevitably  lead 
to  pluralization,  to  a  pluralistic  system.  But  over  a  period  of  time 
it  creates  the  preconditions  for  a  more  pluralistic  society.  And  I  be- 
lieve that  we  are  in  that  long  stage  of  economic  development  where 
China  is  creating  an  urban  middle  class,  where  there  is  urbaniza- 
tion, where  there  is  increased  awareness  of  the  outside  world, 
where  the  telecommunications  transformation  is  occurring  very 
rapidly  in  China,  where  the  central  government  no  longer  has  the 
capacity  to  control  the  flow  of  information  across  China's  borders. 

The  basis  is  being  laid  slowly  but,  in  my  view,  most  assuredly 
of  the  transformation  of  the  Chinese  political  system  as  well.  And 
I  would  encourage  you  to  think  about  those  gains  that  I  have  men- 
tioned as  well  as  the  setbacks,  as  well  as  the  concern  with  Tibet. 
And  I  know  that  you  have  that  and  I  respect  that  deeply.  But  this 
is  a  complicated  society  of  1.2  billion  people  facing  enormous  devel- 
opmental difficulties.  And  it  seems  to  me  that  a  balanced  perspec- 
tive has  to  be  brought  to  bear,  one  that  recognizes  the  enormous 
achievements  of  American  policy  as  well  as  the  policies  of  our  allies 
in  Asia.  There  is  no  question,  to  conclude,  that  in  my  mind  Asia 
today,  East  Asia  today,  is  a  more  stable  and  prosperous  place  be- 
cause of  the  policies  that  the  United  States  has  pursued  over  the 
past  15  years.  Those  policies  have  not  been  a  failure.  They  have 
brought  stability  to  a  region  that  has  known  war  and  instability  for 
30  years  before.  And  I  would  think  that  by  that  criteria  our  China 
policy  through  the  administrations  to  George  Bush  has  to  be  con- 
sidered one  of  the  great  successes  of  American  policy  in  the  last  20 
years. 

Mr.  Oilman.  Well,  Dr.  Oksenberg,  I  agree  there  have  been  a 
number  of  positive  results,  but  I  am  reciting  now  what  you  found 
to  be  the  negative  results. 

Dr.  Oksenberg.  That  is  right. 

Mr.  Oilman.  The  increased  military  expenditures,  the  nuclear 
weapons  testing,  the  territorial  claims  in  the  South  and  East  China 
Seas,  denying  Taiwan  its  status  in  international  areas,  failure  to 
assure  Hong  Kong  that  Beijing  will  rule  the  British  territory  wisely 
after  they  take  on  control  in  1997,  destruction  and  violating  the 
basic  human  rights  of  its  people.  That  kind  of  a  record  certainly 
leaves  a  lot  to  be  desired. 

Dr.  Oksenberg.  Absolutely.  And,  Congressman,  I  here  join  with 
Jim  Lilley  in  saying  that  in  those  areas  where  we  are  unsatisfied 
with  China,  we  must  be  vigorous,  we  must  be  tough.  We  must  deal 
with  them  on  each  of  those  points.  But  retrogression  to  a  policy  of 
seeking  to  contain  China,  not  to  have  dialogue  with  China  at  the 
highest  levels,  to  threaten  China,  to  sanction  China,  will  not  create 
the  context  in  which  each  of  those  issues  can  be  addressed,  ad- 
dressed vigorously  and  directly. 

I  also  would  very  much  agree  with  Susan  Shirk's  point  that  the 
United  States  must  retain  a  forward  militaiy  presence  in  the  re- 
gion and  vibrant  alliances  with  Japan  and  Korea  in  order  to  deal 
with  those  dimensions  of  China  that  we  find  most  disturbing. 

Mr.  Lilley.  May  I  add  something? 

Mr.  Oilman.  Yes,  Ambassador  Lilley. 
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Mr.  LiLLEY.  I  would  like  to  add  something  to  what  Mike 
Oksenberg  has  just  said  because  I  agree  with  him.  One  of  the  ad- 
vantages in  China  of  high  level  talks  is  to  get  things  done.  And  I 
was  fortunate  enough  to  be  in  the  December  1990  high  level  talks 
between  President  Bush  and  Secretary  Baker  with  the  Chinese 
Foreign  Minister.  I  might  say  parenthetically  that  President  Bush 
was  absolutely  savaged  for  his  high  level  discussions  with  China 
earlier  by  some  other  people.  But  he  believed  in  the  relationship 
and  he  was  willing  to  take  risks.  And  I  think  he  was  right. 

In  December  1990,  we  turned  around  19  years  of  China  setting 
the  agenda  for  the  relationship  between  the  United  States  and 
China.  Their  agenda  was  based  on  one,  anti-Soviet  hegemonism; 
two,  modernization  of  China  and  U.S.  participation  in  this;  and 
three,  Taiwan  as  an  obstacle  in  the  relationship. 

In  that  period  in  December  1990,  we  laid  down  our  three  condi- 
tions for  the  relationship,  and  they  accepted  these.  We  said  one, 
human  rights;  two,  trade  inequities;  and  three,  proliferation  of 
weapons  of  mass  destruction.  And  within  6  months  we  had  Richard 
Schifter  over  there  talking  to  the  Chinese,  giving  them  lists  of  dis- 
sidents, working  for  an  independent  judiciary  in  China,  having  14 
hours  of  talks  and  kicking  off  the  whole  human  rights  situation  in 
China  and  beginning  to  make  it  work.  Earlier  we  had  gotten  mar- 
shal law  lifted,  amnesty  for  800  Chinese  and  the  leading  so-called 
counterrevolutionary  dissident  Fang  Li-Zhi  out  of  China. 

Number  two,  economic  inequities.  We  cannot  accept  this  huge 
trade  surplus.  China  cannot  keep  us  out  of  its  market.  China  can- 
not rip  us  off  on  intellectual  property  rights.  Joe  Massey  of  USTR 
went  over  there  and  had  hardball  talks  on  this.  There  was  move- 
ment on  intellectual  property  rights,  and  that  agenda  item  was 
taken  and  moved  forward  with  the  Chinese  cooperation. 

Number  three,  on  proliferation.  Reg  Bartholomew  of  State  went 
over  there,  within  6  months,  and  sat  down  with  the  Chinese  and 
within  a  short  period  of  time  we  had  Chinese  adherence  to  the  Mis- 
sile Technology  Control  Regime  (MTCR)  and  the  Nuclear  Non- 
proliferation  Treaty  (NPT), 

We  saw  movement  because  we  had  these  high  level  talks  and  fol- 
lowed through  on  them.  Also,  because  the  Chinese  accepted  our 
new  political  agenda. 

What  we  did  not  put  on  that  agenda  was  Taiwan  and  the  Chi- 
nese accepted  that,  too.  But  when  the  Chinese  started  to  buildup 
their  military  and  get  the  SU-27s  from  Russia  and  have  this  new 
love  affair  with  the  Russians  militarily  in  terms  of  technological  ex- 
changes. President  Bush  approved  the  F-16s  for  Taiwan.  This  was 
not,  "In  your  face,  China.  This  was  because  you  are  building  up 
your  military.  We  are  committed  to  Taiwan  under  the  Taiwan  Re- 
lations Act  and  that  is  why  we  are  going  to  do  this."  And  the  mes- 
sage gets  through  to  them  clearly  that  we  can  get  things  done  and 
make  the  process  work.  And  even  after  the  F-16  sale,  we  had  an 
opportunity  to  move  ahead  because  we  cleaned  up  all  the  foreign 
military  sales  (FMS)  problems  with  China,  moving  along  on  a  dual 
track. 

What  I  am  saying  is  that  sort  of  precision  of  implementation  and 
clarity  in  objectives  gets  things  done. 

Mr.  Oilman.  Thank  you  for  your  comments. 
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One  last  question  so  that  I,  too,  can  go  to  the  floor  and  take  part 
in  the  debate.  Earlier  this  year  the  German  Magazine,  Der  Spiegel, 
reported  the  Chinese  Party  Chairman  and  the  possible  successor  to 
Deng  Xiaoping  said  to  the  leaders  of  the  People's  Liberation  Army, 
and  I  quote, 

Anyone  who  criticizes  me  for  clinking  glasses  with  Western  leaders  should  know 
that  this  is  only  for  tactical  reasons.  I  am  aware  of  the  fact  that  the  West  remains 
our  chief  enemy. 

Now  with  that  kind  of  thinking  in  mind,  we  know  that  Deng 
Xiaoping  is  near  the  end  of  his  regime  and  potential  successors 
want  to  appear  hardline,  but  would  you  not  agree  that  that  kind 
of  a  statement  requires  us  to  take  a  good  hard  look  at  where  we 
are  going  with  relationship  to  the  forthcoming  government?  Over 
$1  billion  of  imports  from  the  People's  Republic  of  China  are  pro- 
duced by  the  People's  Liberation  Army.  Should  we — I  ask  in  addi- 
tion to  that  question,  should  we  allow  goods  produced  by  the  mili- 
tary to  continue  to  flow  to  our  shores? 

Mr.  LiLLEY.  I  have  not  seen  the  actual  statement,  as  Der  Spiegel 
reported  it.  We  see  that  kind  of  verbiage  by  certain  factions  all  over 
China.  This  sort  of  belligerent  "America  is  the  threat.  We  are  going 
to  fight  you.  Yet,  we  are  going  to  get  along  with  you  tactically. ' 
That  is  very  old  stuff  in  China.  I  think  that  has  been  going  on  for 
some  time.  It  is  not  that  extraordinary. 

It  seems  to  me  that  rhetoric  and  action  are  two  different  things 
here.  What  the  Chinese  are  doing,  of  course,  has  disturbed  us.  As 
you  suggest,  continuing  nuclear  tests,  violating  their  agreements 
on  proliferation,  making  sovereignty  claims  and  having  these  inci- 
dents where  they  flex  their  muscles. 

In  my  experience,  you  have  two  trends  in  China.  One,  you  have 
what  you  call  the  "central  kingdom  mentality,"  and  the  other  one 
as  Susan  has  said,  "multilateralism."  And  China  always  faces  these 
hard  decisions  of  whether  it  pushes  forward  in  an  aggressive  way 
taking  the  United  States  on,  or  whether  it  gets  into  the  game  of 
international  cooperation. 

It  seems  to  me  the  record  has  been  fairly  consistent  recently  that 
when  the  crunch  comes,  they  go  with  the  international  fora.  Cer- 
tainly, in  the  cases  of  Cambodia  and  North  Korea,  China  does  not 
back  losers.  But  also  Desert  Storm,  where  China's  Third  World 
buddy,  Saddam  Hussein,  to  whom  they  had  sold  $4  billion  worth 
of  arms  during  his  war  with  Iran  and  who  was  taking  over  the 
19th  Province  of  Iraq,  Kuwait — and  this  was  like  Taiwan  to  them — 
China  could  have  gone  with  Saddam.  But  they  sized  him  up  and 
saw  he  was  a  loser  and  then  went  with  the  Consortium  and  voted 
with  us  11  times  for  sanctions  on  Saddam  Hussein,  when  we  had 
sanctions  on  them  for  Tiananmen.  A  very  practical  decision  be- 
cause they  wanted  to  be  on  the  winner's  side. 

It  seems  to  me  you  face  this  same  situation  in  the  South  China 
Sea.  China  has  its  sovereignty  claims.  It  pushes  outwards.  It  has 
beaten  up  on  the  Vietnamese.  It  takes  Mischief  Reef  But  when  you 
come  to  them  and  you  say,  "This  is  enough."  The  7th  Fleet  still 
goes  through  the  South  China  Sea  and  a  British  Admiral  supports 
a  large  naval  force  in  that  area,  the  Chinese  move  backwards  and 
they  nave  agreed  that  the  sea  lanes  are  not  subject  to  their  inter- 
ference. 
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In  Taiwan,  if  you  are  clear  and  unambiguous  about  America's 
support  for  non-use  of  force  in  that  area  and  if  you  work  to  get 
China  to  sign  on  to  a  non-use  of  force  pledge  in  as  many  instances 
as  you  can,  this  gets  them  committed  to  principle.  Then  you  have 
got  to  slug  it  out  after  that,  but  once  you  get  them  into  agreement 
on  principle,  you  have  won  the  initial  battle. 

It  seems  to  me  that  right  now  the  no-force  use  is  essential,  and 
we  have  got  to  back  this  up,  as  Mike  and  Susan  say,  with  force. 
Otherwise  they  will  not  pay  any  attention  to  you  if  you  do  not.  But 
when  they  have  to  make  the  tough  decisions,  it  seems  to  me  they 
will  go  with  the  flow.  They  have  agreed  to  stop  nuclear  testing  I 
believe  next  year.  We  have  had  very  tough  discussions  with  them 
on  missile  proliferation  to  Pakistan  and  nuclear  proliferation  and, 
in  the  past,  we  have  applied  sanctions  to  them.  Thev  then  stopped 
it  temporarily.  It  has  come  up  again,  and  we  shoula  go  right  back 
at  them  again.  We  have  the  means  to  discipline  them  on  this,  espe- 
cially if  we  have  the  support  of  the  rest  of  the  world.  So,  I  think 
there  are  ways  you  can  work  with  them  on  this  without  "in  your 
face"  psychology. 

Dr.  Oksenberg.  Mr.  Congressman. 

Mr.  Oilman.  Dr.  Oksenberg. 

Dr.  Oksenberg.  We  have  stressed  in  our  testimony  and  I  am 
struck  by  the  extent  of  convergence  of  views  among  the  three  of  us, 
but  we  nave  stressed  in  our  testimony  the  need  for  the  United 
States  to  behave  toward  China  in  a  consistent  coherent  and  tough 
minded  fashion  and  one  that  also  takes  into  account  China's  own 
sense  of  self-respect. 

I  would  add  one  other  point.  And  it  is  a  global  one.  The  Chinese 
do  seek  to  assess  the  underlying  trends  in  the  world  and  configure 
themselves  accordingly.  And  for  the  United  States  to  elicit  Chinese 
respect  on  the  issues  that  Jim  has  already  mentioned  requires  the 
enunciation  of  a  convincing  global  American  foreign  policy  and  the 
conduct  of  American  foreign  policy  not  just  in  Asia,  but  in  Europe, 
in  Latin  America,  that  demonstrates  American  resolve,  American 
willingness  when  necessary  to  engage  in  force. 

My  concern  in  looking  at  the  longer  run  is  not  just  the  bilateral 
relationship,  but  whether  this  administration  is  pursuing  a  global 
foreign  policy  of  consistency,  of  resolve  that  is  calculated  to  elicit 
the  respect  of  countries  around  the  world,  particularly  that  of 
China.  Thank  you. 

Mr.  Bereuter.  Dr.  Oksenberg,  you  are  pointing  to  an  issue  that 
we  continually  debate  in  this  very  room. 

Dr.  Shirk,  did  you  have  some  comment  you  wanted  to  make? 

Dr.  Shirk.  Just  very  briefly.  It  seems  to  me  that  if  party  General 
Secretary  Jiang  Zemin  is  speaking  at  a  military  occasion  and  uses 
tough  language  against  the  United  States  it  is  because  this  is  what 
they  want  and  need  to  hear  because  they  are  a  crucial  part  of  this 
elite  constituency  that  I  was  talking  about. 

However,  the  military,  therefore,  it  seems  to  me  it  is  very  valu- 
able for  us  to  have  more  contacts  v/ith  the  military,  to  reach  out 
to  the  officials  in  this  kind  of  second  tier  who  will  determine  who 
the  next  leaders  of  China  will  be,  to  make  sure  that  they  do  not 
view  us  as  an  enemy  and  understand  the  value  in  the  relations  be- 
tween China  and  the  United  States. 
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So  I  must  say  my  own  informal  contacts  with  people  in  the  Chi- 
nese militaiy  indicate  that  there  is  a  great  diversity  of  opinion 
within  the  military  just  as  there  is  witnin  every  other  group  in 
China  and  that  many  people  in  the  military  certainly  believe  that 
it  is  high  time  for  China  to  modernize  its  military  after  years  of 
neglect  because  their  capabilities  are  really  embarrassingly  low. 
But  that  does  not  mean  that  they  necessarily  want  to  use  this  ca- 
pability in  aggressive  adventures.  They  have  the  same  natural  cau- 
tion that  our  own  military  has  about  getting  involved  in  fights  that 
are  not  absolutely  crucial  and  that  might  oe  extremely  costly.  So 
in  my  opinion,  it  would  be  a  mistake  to  demonize  the  People's  Lib- 
eration Army,  to  see  them  as  a  bunch  of  bad  guys  who  have  aggres- 
sive intentions  toward  people  in  Asia  or  toward  the  United  States. 
And  the  more  opportunity  we  have  for  dialogue  and  to  broaden  the 
perspective  of  people  in  the  military,  ultimately,  the  better  it  will 
be  for  peaceful  relations  between  the  two  countries. 

Mr.  Oilman.  Well,  thank  you.  Dr.  Shirk. 

I  want  to  thank  all  our  panelists,  Dr.  Oksenberg,  Ambassador 
Lilley,  for  your  profound  thinking  and  for  giving  us  some  food  for 
thought  as  we  are  about  to  engage  in  a  very  important  issue  on  the 
floor  of  the  House  this  morning. 

The  future  of  our  relations  between  the  People's  Republic  of 
China  and  the  United  States  are  extremely  important  to  peace  and 
stability  in  that  part  of  the  world.  We  certainly  welcome  your 
views.  You  have  given  us  the  substance  of  some  further  review  of 
our  policy.  For  that  we  thank  you  for  being  here. 

The  subcommittee  stands  adjourned. 

[Whereupon,  at  11:25  a.m.,  the  subcommittee  was  adjourned.] 
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OPENING  STATEMENT 
HEARING  ON  THE  FUTURE  OF  CHINA  POST-DENG 

Rep.  Howard  L.  Berman 

I  commend  Mr.  Bereuter  for  the  decision  to  hold  this  timely  hearing.  There  is 
no  better  moment  to  hold  a  hearing  on  the  future  of  China  than  on  the  day  we 
debate  the  issue  of  China's  most-favored-nation  trading  status. 

Our  relations  are  in  an  apparent  tail-spin  --  exacerbated  by  the  arrest  of 
Harry  Wu.  i  urge  the  Chinese  to  release  him  quickly.  I  can  think  of  no  other  recent 
action  by  the  Chinese  which  has  so  quickly  galvanized  Congressional  opinion  against 
China. 

I  would  also  urge  the  Chinese  and  the  Administration  to  take  steps  to  restore 
our  dialogue.  I  believe  the  Administration  stands  ready  to  take  such  steps  but  it  is 
China  that  has  withdrawn  its  Ambassador  to  Washington,  China  which  has  refused 
to  agree  to  a  new  American  Ambassador  to  Beijing,  China  which  has  cut  off  high  level 
visits  to  Washington  and  prevented  visits  from  senior  American  officials. 

China  has  shut  the  door  on  dialogue  and  China  must  reopen  the  door,  i  hope 
China  hears  that  message. 

We  have  much  in  common  in  terms  of  our  desire  to  reduce  regional  tensions, 
including  from  the  North  Korean  nuclear  threat,  to  continue  China's  modernization 
program  and  integration  into  the  world  economy,  and  to  prevent  the  spread  of 
weapons  of  mass  destruction.  Neither  country  can  afford  to  treat  the  other  as  an 
enemy,  i  will  be  traveling  to  China  during  the  August  break  and  will  welcome  the 
opportunity  for  a  direct  exchange  of  views. 

I  join  with  Chairman  Bereuter  in  welcoming  our  distinguished  witnesses, 
including  Professor  Susan  shirk  from  the  University  of  California  at  San  Diego. 
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Qiao  Shi — China's  Real  Reformer 

By  James  R.  Lilley 


There  is  a  new  expression  around  Beijing 
these  days;  "Jiang  luo  shi  chu,"  or  "As  the 
river  drops,  the  stones  emerge."  This  is  actu- 
ally a  play  on  words — the  Chinese  language 
lends  itself  to  them — and  the  phrase  refers  to 
the  current  succession  struggle  in  China.  The 
river  refers  to  President  and  Party  General 
Secretary  Jiang  Zemin  and  the  stones  to  Na- 
tional People's  Congress  (NPC)  Chairman 
Qiao  Shi.  Despite  his  recent  efforts  to  shore 
up  the  support  of  a  coterie  of  old  Shanghai 
cronies,  Jiang's  long-term  hold  on  power  is 
being  challenged.  And  Qiao,  in  spite  of  his 
past  association  with  China's  security  appara- 
tus, seems  to  be  emerging  as  the  strongest 
leadership  alternative  to  the  conservative 
gerontocracy  that  many  young  Chinese  hope 
will  sink  from  sight. 

Qiao's  Current  Power 

Qiao  Shi  is  probably  the  third  most  powerful 
individual  in  China  after  Deng  Xiaoping  and 
Jiang  Zemin.  In  March  1993,  he  was  elected 
chairman  of  the  Standing  Committee  of  the 
National  People's  Congress,  the  Chinese  gov- 
ernmental organ  invested  with  supreme  leg- 
islative power  under  the  Constitution  of  the 
People's  Republic  of  China  (PRC).  Since 
that  time,  Qiao  has  taken  the  lead  in  guiding 
his  country  along  the  tortuous  path  toward 
rule  of  law,  giving  highest  priority  to  eco- 
nomic legislation  that  many  believe  will 
facilitate  the  establishment  of  a  modern  en- 
terprise system.  He  has  been  responsible  Tor 
pushing  through  a  variety  of  legislation — on 
corporate  law,  labor,  urban  real  estate,  con- 
tract law,  and  ethical  competition  in  the  mar- 
ketplace. All  these  reflect  the  reformers' 
efforts  to  institutionalize  economic  reforms 

James  R.  Lilley  is  a  resident  fellow  and  director  of 
Asian  Studies  at  AEI.  This  article  was  prepared  for 
the  1995  World  Forum. 


and  establish  a  society  based  on  law. 

Qiao  Shi  is  a  cautious  accumulator  of 
political  power.  On  two  occasions,  he  report- 
edly has  been  offered — and  declined — the  of- 
fice of  party  general  secretary:  after  the 
removal  of  Hu  Yaobang  in  1986  and  Zhao 
Ziyang  in  1989.  The  latter  offer  would  have 
put  him  in  a  very  difficult  position  politically, 
coming  as  it  did  in  the  wake  of  the  Tianan- 
men protests.  As  a  result  of  his  discretion, 
Qiao  has  been  able  to  garner  support  from 
many  sides  of  the  political  spectrum.  He  is 
considered  a  "safe"  figure,  being  neither  too 
overtly  reformist  nor  conservative.  He  be- 
lieves actions  speak  louder  than  words.  He  is 
a  new-style,  meticulous  reformer  and  a  force 
for  incremental  change,  well  schooled  in 
avoiding  the  pitfalls  that  await  those  who 
move  too  boldly  or  quickly.  He  is  said  never 
to  sign  anything  until  it  sits  in  his  safe 
overnight,  and  he  reads  his  dispatches  three 
or  four  times  carefully.  It  remains  to  be  seen 
whether  he  has  accumulated  the  necessary 
political  capital  to  survive  the  power  changes 
sure  to  follow  Deng  Xiaoping's  death.  Radi- 
cal moves  are  not  his  style.  Yet  Qiao  is  indeed 
a  force  for  reformist  change.  He  knows  well 
that  two  previous  contenders  for  power  fell 
because  they  were  trapped  by  excessive 
"bourgeois  liberalization." 

Qiao's  personal  life,  like  that  of  most 
Chinese  officials,  is  not  an  open  book.  What 
is  unusual  about  Qiao  is  that  his  wife  is  the 
daughter  of  a  high  Kuomintang  official  and 
his  children  have  been  educated  in  the  West 
(one  daughter  worked  at  the  Library  of  Con- 
gress). His  children  have  not  been  spoiled, 
high-level  cadre  kids  but  are  described  as 
quiet  workers  grounded  in  the  West. 

Comparisons  with  people  and  events  in 
the  former  Soviet  Union  ire  inevitable.  Qiao 
Shi,  the  former  supervisor  of  China's  security 
apparatus,  is  a  forward-looking  and  reform- 
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minded  pragmatist,  not  unlike  the  former 
president  of  the  Soviet  Union  Mikhail  Gor- 
bachev. Both  men,  with  their  extensive  con- 
nections with  the  West  acquired  during  their 
varied  careers,  have  the  experience  neces- 
sary to  drag  their  respective  countries  toward 
more  Western-style  principles  of  government 
and,  ultimately,  toward  democracy.  Qiao  will 
try  to  manage  a  more  orderly  and  disciplined 
transition. 

Economic  Liberalization 

Policies  aimed  at  opening  up  China's  eco- 
nomic structures  have  provided  greater  eco- 
nomic choices  and  more  social  mobility  for 
the  Chinese  people  since  their  adoption  in 
the  late  1970s.  Yet  progress  has  been  halting 
in  light  of  political  growing  pains  evidenced 
in  the  "spiritual  pollution"  campaign  of  1983 
and  the  tragic  events  at  Tiananmen  Square  in 
1989.  Despite  internal  disputes,  the  Chinese 
government  is  committed  to  forging  ahead 
with  economic  liberalization  even  while  it 
continues  to  maintain  political  restraints. 
Pragmatists,  such  as  Qiao,  differ  from  the 
conservatives  in  that  they  view  limited  politi- 
cal liberalization  as  a  necessary  price  for  the 
acquisition  of  foreign  investment  and  tech- 
nology essential  for  China's  economic  devel- 
opment. He  and  followers  such  as  Tian  Jiyun, 
vice  chairman  of  the  NPC,  are  increasingly 
popular  with  China's  younger  urban  popula- 
tion. While  Qiao  remains  circumspect  in  his 
demands  for  reform,  Tian  openly  levels  at- 
tacks against  those  he  calls  "feudalists."  Qiao 
also  has  the  support  of  older  revolutionary 
leaders  such  as  Wan  Li,  Deng's  long-time  col- 
league and  former  chairman  of  the  NPC.  The 
conservatives  to  whom  he  is  referring,  such  as 
Jiang  Zemin  and  Premier  Li  Peng,  believe 
that  economic  reform  is  occurring  too  quickly. 
Both  have  a  limited  personal  following  and 
will  probably  have  difficulty  retaining  their 
power  without  Deng's  support,  although  one 
of  the  most  likely  scenarios  immediately  after 
Deng's  death  will  be  a  ruling  triumvirate  of 
Jiang,  Li,  and  economics  czar  Zhu  Rongji. 


Such  an  arrangement  would  be  transitional  at 
best.  Zhu's  commitment  to  this  coalition  is 
shaky,  and  he  could  easily  move  to  another 
winning  camp. 

The  NPC  has  the  reputation  as  a  rubber 
stamp  for  Chinese  Communist  Party  policies, 
most  of  which  are  fought  out  in  small  com- 
mittees not  subject  to  public  scrutiny.  Qiao 
Shi  has  used  the  legislative  body  as  an  institu- 
tional base  from  which  to  promote  an  aggres- 
sive reform  agenda  as  well  as  to  strengthen 
his  own  political  standing.  His  tactics  have  in- 
cluded taking  numerous  tours  both  within 
China  and  abroad  to  expand  the  power  and 
prestige  of  the  NPC  in  political,  economic, 
and  foreign  policy-making  spheres.  His  1991 
provincial  tour  was  a  success,  contrasting  with 
Zhu  Rongji's  move  away  from  the  provinces 
to  the  center  in  Beijing.  Like  any  political 
candidate,  he  has  promoted  his  agenda  of 
stepping  up  the  pace  of  legislation  in  China 
with  increased  emphasis  on  effective  law  en- 
forcement and  strong  supervision  of  adminis- 
trative and  party  organs.  Qiao  believes,  unlike 
the  Tiananmen  demonstrators,  that  people 
must  work  within  the  system  to  change  it.  He 
is  a  law-and- order  man. 

Prospects  for  Reform 

The  process  of  reform,  initiated  by  Deng 
Xiaoping  in  1978,  contains  several  constant 
policy  themes — the  need  for  increasing  eco- 
nomic liberalization,  separating  party  and 
government  operations,  building  an  adequate 
legal  system,  and  opening  up  China  to  the 
outside  world.  Each  of  these  areas  of  reform 
is  fraught  with  political  danger.  Yet  attempt- 
ing to  implement  any  one  of  them  without  the 
others  is  equally  perilous.  The  primary  goal 
of  increasing  China's  economic  development 
through  greater  economic  liberalization,  for 
example,  demands  certain  basic  prerequisites, 
such  as  foreign  technology  and  foreign  capi- 
tal. Without  a  concomitant  opening  up  to  the 
outside  world,  these  resources  are  more  diffi- 
cult to  obtain.  The  failure  of  collective  agri- 
culture and  the  centrally  planned  economy 
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has  also  convinced  reformers  of  the  need  for 
greater  market  incentives  and  reduced  gov- 
ernment intervention.  Both  of  these  are 
highly  dependent  on  the  development  of  an 
appropriate  and  effective  legal  system  with 
established  rules  and  laws. 

Many  politicians  within  the  system  with 
vested  interests  at  stake  do  not  support  these 
changes.  A  large  number  of  professional 
party  cadres,  who  make  up  the  old  party  net- 
work, and  other  state  employees  fear  losing 
their  "iron  rice  bowl."  And  many  high-ranking 
party  elders  either  still  believe  that  commu- 
nism works  in  China  or  want  to  protect  their 
current  power  base.  Economic  development, 
they  insist,  should  yield  to  strong  political 
control,  and  dogmatic  political  principles 
should  have  top  priority.  Jiang  Zemin  still  has 
support  among  the  conservative  military,  and, 
at  least  on  the  surface,  he  has  the  backing  of 
its  two  influential  leaders,  Liu  Huaqing  and 
Zhang  Zhen.  Because  the  army's  primary  do- 
mestic role  is  to  prevent  chaos,  it  would  prob- 
ably take  its  lead  from  whoever  prevails  in 
the  political  struggle. 

The  resistance  from  both  top  and  bot- 
tom has  resulted  in  seesaw  policy  making  in 
Chinas  political  and  economic  development. 
A  market  economy — socialist  or  capitalist — 
clearly  requires  a  sound  legal  system.  The 
creation  of  sufficient  legislation  to  establish  a 
legal  framework  to  govern  the  land  should  be 
the  responsibility  of  the  provincial  people's 
congresses  that  constitute  the  NPC  as  well  as 
the  party  organizations  at  all  levels.  Qiao  has 
quietly  continued  to  hammer  home  the  dic- 
tum that  leading  officials  must  recognize  the 
need  for  legislation  to  build  a  socialist  market 
economy,  where  "laws  will  be  followed,  laws 
will  be  strictly  enforced,  and  lawless  condiict 
will  be  prosecuted." 

China's  grossly  inefficient  state-owned 
enterprises  cry  out  for  legal  guidance,  stan- 
dards, guarantees,  and  restraints.  There  is  a 
serious  need  to  reduce  the  associated  links 
between  government  and  industry.  This  prin- 
ciple has  been  central  to  the  NPC's  current 
agenda  from  the  outset.  Although  the  process 


of  state  enterprise  reform  may  cause  prob- 
lems with  subsequent  unemployment,  such 
costs  are  inevitable  if  reform  is  to  continue. 
Qiao  believes  that  China  must  draw  from  the 
experiences  of  other  countries  to  ensure  that 
domestic  laws  converge  with  international 
norms,  allowing  the  country  to  participate  in 
international  economic  competition  and  at- 
tract foreign  investors.  China  has  thus  ad- 
hered to  the  Bern  convention  on  intellectual 
property  rights  and  has  signed  a  bilateral 
agreement  with  the  United  States. 

In  Qiao's  address  at  the  fortieth  anniver- 
sary of  the  NPC  in  September  1994,  in  what 
some  insiders  say  was  his  campaign  speech  to 
succeed  Deng  Xiaoping,  he  called  for  in- 
creased efforts  to  continue  the  new  phase  of 
development  initiated  by  Deng  in  his  famous 
tour  of  southern  China  in  early  1992.  Qiao  ar- 
gued that  the  situation  both  at  home  and 
abroad  provided  a  rare  opportunity  for 
progess.  He  also  stressed  the  need  to 
strengthen  the  legal  system  and  improve  the 
system  of  "people's  congresses"  as  a  means  of 
building  closer  ties  between  the  government 
and  the  grass-roots  levels  of  the  Chinese 
masses.  These  ideas  deviate  significantly  from 
the  recent  preachings  of  Jiang  Zemin,  which 
call  for  continued  party  supremacy,  renewed 
grounding  in  Marxist-Leninist  principles, 
greater  centralization,  and  less  emphasis  on 
marketization  and  privatization.  Qiao  offers  a 
vision  of  where  his  leadership  would  take  the 
country  in  contrast  to  the  course  chosen  by 
his  political  rival. 

Changes  in  Place 

One  area  where  Qiao's  efforts  at  implement- 
ing structural  reforms  are  taking  effect  is  in 
the  revision  of  election  laws.  Under  former 
NPC  chief  Peng  Zhen,  some  regions  were  per- 
mitted to  experiment  with  the  free  election  of 
village  administrators.  Central  government 
authorities  had  determined,  after  much  exper- 
imentation, that  allowing  villagers  to  elect 
their  own  kKaJ  leaders  yielded  the  best  results 
in  efficiency,  accountability,  and  legitimacy. 
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Yet  international  teams  invited  to  observe  lo- 
cal elections  in  the  PRC  found  that  certain 
problems  needed  to  be  resolved  before  an 
open  and  fully  participatory  democratic 
process  at  the  village  level  could  be  realized. 

More  recently,  the  NPC  has  worked 
closely  with  international  specialists  to  train 
villagers  in  proper  electoral  procedures,  in- 
cluding the  use  of  a  secret  ballot  system,  a 
practice  implemented  nationwide  during  the 
past  two  years.  So  far,  the  Chinese  govern- 
ment's efforts  to  introduce  a  measure  of  dem- 
ocratic voting  and  assembly  procedures 
represent  a  definite,  positive  step  toward 
more  democratic  and  participatory  village 
government.  Although  the  electoral  process 
still  varies  widely  in  fairness  and  transparency, 
over  90  percent  of  the  village  committees  in 
China  have  been  formed  by  local  elections. 
Diverse  constituencies  are  obtaining  repre- 
sentation in  village  government,  and  the 
move  toward  village  elections  has  already  al- 
tered local  government  structures  for  over 
800  million  Chinese  peasants,  close  to  one- 
seventh  of  the  world's  population.  One  of  the 
major  impediments  to  the  expansion  of  this 
movement  is  local  party  cadres  combined 
with  rich  peasants  and  successful  village  en- 
trepreneurs. These  people  want  to  preserve 
their  material  acquisitions  and  privileged  po- 
sitions. They  are  in  fact  conservatives. 

The  NPC  of  1995  differs  substantially 
from  the  organization  Qiao  inherited  in  1993. 
The  most  obvious  product  of  his  efforts  is  the 
sheer  number  and  quality  of  laws  passed 
since  he  assumed  office.  The  majority  of 
these  pertain  to  economic  matters  and  sug- 
gest a  genuine  desire  to  establish  rule  of  law 
in  China,  at  least  in  the  economic  sector.  In 
addition,  the  NPC  has  become  far  more  ac- 
tive in  drafting  legislation  that  was  previously 
prepared  by  government  departments  and 
sent  to  the  NPC  for  its  seal  of  approval.  This, 
says  Qiao,  is  no  longer  acceptable.  He  be- 
lieves that  the  legislative  body  should  be  re- 
sponsible for  future  legislation  and  that 
civilian  experts  should  be  invited  to  draft  cer- 
tain laws.  In  this  way,  he  hopes  to  assert  the 


constitutional  legislative  and  supervisory  au- 
thority of  the  NPC,  even  over  the  Communist 
Party.  Qiao,  however,  faces  the  long  tradition 
of  rule  by  law-the  emperor's  law-no/  rule  of 
law  with  an  independent  judiciary. 

Qiao  and  his  colleagues  have  taken  the 
initiative  in  foreign  policy  as  well.  This  serves 
multiple  purposes.  Tours  of  foreign  countries 
and  contact  with  foreign  dignitaries,  such  as 
former  U.S.  President  Richard  Nixon  and 
U.S.  Congressman  Bill  Archer,  enhance 
Qiao's  personal  prestige.  Increased  exchanges 
with  foreign  countries  emphasize  the  status  of 
the  NPC  as  a  powerful,  autonomous  force  in 
Chinese  politics.  In  particular,  Qiao  has  re- 
peatedly urged  increasing  parliamentary  ex- 
changes with  foreign  counterparts  and 
international  organizations.  In  October  1993, 
for  example,  an  NPC  delegation  went  to 
Canada  for  the  Interparliamentary  Union 
Conference,  the  world's  largest  organization 
of  parliaments.  The  following  month,  Vice 
Chairman  Tian  Jiyun  met  with  his  Australian 
counterpart  in  Beijing.  Later,  it  was  an- 
nounced that  the  Interparliamentary  Union 
Conference  would  meet  in  China  for  the  first 
time  in  September  1996. 

Looking  Ahead 

Qiao  also  appears  to  be  staking  out  a  more 
moderate  position  on  Hong  Kong.  He  ac- 
knowledged policy  differences  at  the  top  in 
China  over  the  Hong  Kong  issue  to  an  Amer- 
ican delegation  in  1994,  and  later  his  liberal 
colleague,  Li  Ruihuan,  member  of  the  Polit- 
buro, suggested  the  "Yixing  teapot"  approach 
to  Hong  Kong.  In  effect,  he  advocates  keep- 
ing the  traditions  that  have  made  Hong  Kong 
the  goose  that  lays  the  golden  egg.  He  does 
not  advocate  stripping  Hong  Kong  of  its  legit- 
imate rights,  including  rule  of  law,  on  July  1, 
1997,  when  Hong  Kong  reverts  to  the  PRC. 

New  domestic  efforts  to  promote  the 
.legislative  reform  agenda  include  the  launch- 
ing of  a  bimonthly  publication,  establishment 
of  an  NPC-controUed  newspaper,  and  pro- 
duction of  a  television  series  aimed  at  in- 
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creasing  the  legal  awareness  of  the  popula- 
tion. Externally,  Qiao  and  his  supporters  have 
decided  to  publish  a  series  of  China  Law  Re- 
ports, based  on  a  3,000-page  work  that  de- 
scribes the  current  state  of  China's  judicial 
system.  A  Hong  Kong  legal  consultant  will 
translate  the  scries  into  English.  Although 
this  disclosure  is  expected  to  produce  harsh 
criticism  of  China's  legal  procedures,  it  re- 
flects a  deliberate  attempt  to  open  up  the  sys- 
tem to  international  scrutiny,  the  first  step 
toward  the  implementation  of  international 
legal  norms. 

While  the  future  of  China's  top  leader- 
ship remains  uncertain,  the  jostling  for  domi- 
nance in  the  post-Deng  era  only  highlights 
internal  divisions.  But  the  conservative  and 
reformist  groups  have  a  surprising  number  of 
common  interests;  in  particular,  they  share  a 
belief  in  the  primacy  of  social  stability  and 
high  economic  growth.  The  conservatives 


hope  to  use  economic  development  to  pre- 
serve the  political  status  quo;  the  reformers 
hope  to  use  it  as  the  basis  for  promoting  NPC 
political  reform  and  the  rule  of  law.  One 
thing  is  certain,  however.  There  will  be  a  long 
process  of  evolution  before  the  present  politi- 
cal system  is  replaced  by  anything  approach- 
ing democratic  pluralism.  Furthermore,  it 
remains  to  be  seen  whether  Qiao  will  emerge 
as  China's  new  leader  or  be  swept  over  by  the 
conservative  current. 

In  the  turmoil  of  the  1970s,  the  United 
States  spotted  and  supported  a  recently  reha- 
bilitated Chinese  leader  who  appeared  to 
be  an  economic  reformer.  This  man,  Deng 
Xiaoping,  has  run  China  for  the  past  seven- 
teen years,  and  its  economic  success  story  is 
well  known.  As  China  stands  at  the  threshold 
of  an  era  of  political  reform,  it  is  equally  im- 
portant for  us  to  make  some  of  the  right 
choices.  Qiao  may  just  be  that  choice. 


38 

.American  Enterprise  Institute  for  Public  Policy  Rese^arch 


A£l 


JAMES  R.  LILLEY 


James  R.  Lilley  is  a  resident  fellow  and  director  of  Asian  Studies  at  the  American  Enterprise  Institute. 
Before  joining  AEI  in  January  of  1993,  Mr.  Lilley  served  as  Assistant  Secretary  of  Defense  for 
International  Security  Affairs  from  November,  1991  to  January  of  1993.  He  was  Ambassador  to  the 
People's  Republic  of  China  from  April,  1989  to  May,  1991  and  Ambassador  to  the  Republic  of  Korea 
from  1986  to  1989. 

Mr.  Lilley  was  bom  in  Tsingtao,  China,  where  he  lived  until  his  family  returned  to  the  U.S.  in  1940. 
He  attended  Phillips  Exeter  Academy,  graduating  in  1945,  and  Yale  University,  graduating  with  a  BA 
in  1951.  Mr.  Lilley  received  a  MA  in  Economics  from  George  Washington  University  in  1972.  He 
also  attended  Hong  Kong  and  Columbia  Universities  for  studies  in  classical  Chinese.  Mr.  Lilley 
served  in  the  United  States  Army  in  1946-47  and  as  a  First  Lieutenant  in  the  United  States  Air  Force 
Reserve.    He  attended  the  National  War  College  in  1972. 

In  his  government  career,  Mr.  Lilley  has  worked  in  Washington  and  in  a  number  of  American 
missions  in  East  Asia,  including  Thailand,  the  Philippines,  Cambodia,  Laos  and  the  United  States 
Liaison  Office  in  Beijing.  In  1975  he  was  appointed  National  Intelligence  Officer  for  China,  the 
senior  post  in  the  intelligence  community  for  Chinese  Affairs.  In  1981  he  served  as  political 
coordinator  and  senior  East  Asian  specialist  on  the  National  Security  Council.  Mr.  Lilley  was  the 
second  director  of  the  American  Institute  in  Taiwan,  serving  in  that  capacity  from  January,  1982  to 
May,  1984.  From  September,  1984  to  March,  1985  he  was  a  consultant  on  international  security 
affairs  to  the  Department  of  Defense.  From  1985  to  October,  1986  he  was  Deputy  Assistant  Secretary 
of  State  for  East  Asian  Affairs. 

Mr.  Lilley  has  taught  courses  on  Chinese  economics  for  three  years  as  an  adjunct  professor  at  the 
Johns  Hopkins  School  of  Advanced  International  Studies  and  was  a  fellow  at  Harvard  University 
Institute  of  Politics.  He  is  the  co-editor  of  Beyond  MFN:  Trade  with  China  and  American  Interests 
and  has  written  numerous  pieces  for  77?^  Washington  Post,  Foreign  Affairs,  and  others. 

In  his  business  career,  Mr.  Lilley  has  represented  Hunt  Oil  of  Dallas,  Texas,  and  United  Technologies 
in  Hartford,  Connecticut,  in  the  period  1979-80.  He  has  also  worked  with  Archer-Daniels-Midland 
Co.  and  Westinghouse  as  a  business  consultant. 

Mr.  Lilley  is  married  to  the  former  Sally  Booth;  they  have  three  sons. 


IISO  Sevenieenih  Streei.  N.W..  Washingion,  D.C.  20036.       202/862  5800       Fax  202/862  7177 


39 


TESTIMONY  OF  MICHEL  OKSENBERG 

SENIOR  FELLOW 

ASIA/PACIFIC  RESEARCH  CENTER 

STANFORD  UNIVERSITY 


July  20,  1995 

House  Committee  on  International  Relations 

Subcommittee  on  Asia  and  the  Pacific 


Congressman  Bereuter,  Distinguished  Members  of  the  Subcommittee: 

Thank  you  for  giving  me  the  privilege  of  appearing  before  this  subcommittee.  My  career 
as  a  student  of  China  and  Sino- American  relations  stretches  across  the  Chairmanships  of 
Clement  Zablocki,  Lester  Wolff,  Stephen  Solarz,  and  Gary  Ackerman.  Each  held 
hearings  that  helped  illuminate  America's  policy  choices  in  Asia,  and  I  am  delighted  to 
see  that  tradition  continuing  under  your  leadership. 

I  can  think  of  no  more  important  foreign  policy  issue  confronting  the  United  States  today 
than  American  policy  toward  China.  From  President  Richard  Nixon's  epic  1972  journey 
to  China  through  President  George  Bush's  1989  trip  to  Beijing,  Sino- American  relations 
were  on  an  upward  trajectory.  Economic  ties,  strategic  cooperation,  and  cultural 
exchanges  expanded  on  the  basis  of  reciprocity  and  mutual  respect. 

Since  the  crushing  of  the  demonstrations  in  Beijing  in  June,  1989,  however,  Sino- 
American  relations  have  been  in  a  descending  spiral.  That  cataclysmic  event,  witnessed 
by  millions  of  Americans  on  television,  transformed  popular  perceptions  of  China. 
Particularly  in  the  Congress,  disparate  forces  coalesced  that  had  previously  been 
concerned  with  separate  aspects  of  China's  record.  This  coalition  ranging  from  liberal 
California  Democrats  to  conservative  Southern  Republicans,  was  critical  of  the  China 
policy  pursued  by  every  administration  from  President  Nixon  through  Presidents  Ford, 
Nixon,  Carter,  and  Bush.  In  mirror  image,  the  events  of  1989  initiated  a  reappraisal  of 
the  United  States  in  Beijing.  Many  among  China's  leaders  and  their  policy  advisors  saw 
American  complicity  in  the  demonstrations  and  disturbances.  And  as  communism 
collapsed  in  Eastern  Europe  and  the  Soviet  Union,  they  concluded  that  the  objective  of 
the  United  States  was  not  to  coexist  with  their  regime  but  to  undermine  and  destabilize  it. 

A  disturbing  shrillness  is  beginning  to  pervade  discourse  between  Chinese  and 
Americans.  Many  Americans  are  beginning  to  think  that  China,  an  emerging  economic 
and  perhaps  military  giant,  may  be  America's  next  enemy.  Meanwhile,  many  on  the 
Chinese  mainland  think  the  real  intent  of  the  United  States  is  to  isolate  and  split  China. 
Neither  perception  is  correct,  but  unfortunately,  both  sides  are  now  emitting  signals  that 
tend  to  confirm  the  worst  suspicions  about  the  intent  of  the  other. 
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Many  Americans  focus  on  a  Chinese  government  that  is  increasing  its  military 
expenditures,  testing  nuclear  weapons,  asserting  territorial  claims  far  into  the  South  and 
East  China  Seas,  denying  Taiwan  a  status  and  dignity  in  international  affairs 
commensurate  with  its  economic  and  political  achievements,  failing  to  assure  Hong  Kong 
that  Beijing  will  rule  the  British  territory  wisely  after  China  regains  control  in  1997, 
creating  doubts  about  its  commitment  to  prevent  the  spread  of  weapons  of  mass 
destruction,  enjoying  a  massive  and  growing  trade  surplus  with  the  United  States  ($30 
billion  in  1995),  and  violating  the  basic  human  rights  of  its  people.  By  any  standard,  this 
record  is  not  reassuring. 

The  leaders  of  China,  on  the  other  hand,  see  a  United  States  government  that  threatens 
economic  sanctions  against  it;  blocks  its  entry  into  the  newly  formed  World  Trade 
Organization  and  the  General  Agreement  on  Trade  and  Tariffs  (GATT);  sells  high- 
performance  aircraft  to  Taiwan  in  alleged  violation  of  the  August,  1982,  U.S.-P.R.C. 
agreement  constraining  such  sales;  hosts,  funds,  and  honors  Chinese  dissidents  who  wish 
to  topple  the  mainland  government;  refuses  to  host  its  high-level  leaders;  broadcasts  a 
steady  stream  of  negative  news  about  China  on  the  Voice  of  America  while  neglecting 
the  achievements  of  the  regime;  demands  perfect  implementation  of  various  regulations 
that  Beijing  lacks  the  institutional  capacity  to  enforce  throughout  that  vast  land; 
incessantly  criticizes  its  human  rights  record  while  ignoring  the  enhanced  dignity  enjoyed 
by  Chinese  through  the  improvements  in  their  standard  of  living  since  1978,  including  a 
concerted  effort  to  reduce  the  numbers  living  in  abject  poverty;  and  has  categorized 
China  as  a  "backlash"  state  along  with  Iraq,  Iran,  Burma  and  North  Korea  (from  1993 
address  by  Anthony  Lake,  National  Security  Adviser  to  President  Clinton). 

Six  years  have  passed  since  either  the  president  or  vice  president  of  the  United  States  has 
journeyed  to  Beijing  for  extensive  and  serious  consultations  about  world  and  bi-lateral 
affairs,  and  neither  the  president  nor  the  premier  of  China  has  been  invited  to  the  White 
House  since  1988.  Meanwhile,  the  Clinton  administration  has  allowed  Lee  Teng-hui, 
president  of  the  government  of  Taiwan,  to  travel  to  the  United  States,  albeit  as  a  private 
person,  in  a  clear  reversal  of  previous  American  policy. 

Many  in  Congress  are  calling  for  the  re-establishment  of  full  diplomatic  ties  with  Taiwan, 
its  admission  to  the  United  Nations,  and  the  recognition  of  Tibet  as  an  independent 
country  as  well.  Nor  can  the  executive  branch  convincingly  tell  the  Chinese  government 
that  Congress  does  not  enunciate  the  foreign  policy  of  the  United  States,  since  the 
administration  acknowledges  the  Lee  Teng-hui  visit  resulted  from  Congressional 
pressure.  Taken  together,  this  record  of  American  words  and  deeds  understandably  raises 
doubts  in  Chinese  minds  about  America's  eagerness  to  welcome  their  nation's  entry  as  a 
full  partner  in  the  councils  of  nations.  Increasing  numbers  of  Chinese  strategic  thinkers 
are  concluding  that  the  United  States  is  beginning  to  orchestrate  an  encirclement  of  China 
by  reinvigorating  its  alliances  with  South  Korea  and  Japan,  reviving  its  links  with 
Taiwan,  establishing  ties  with  Vietnam,  prompting  ASEAN  to  extend  membership  to 
Vietnam,  Laos,  Cambodia,  and  Burma,  improving  relations  with  India,  and  extending 
NATO  (or  the  Partnership  for  Peace)  to  Russia. 

Symbolizing  the  deterioration  in  relations,  neither  Beijing  nor  Washington  now  is 
represented  at  the  ambassadorial  level  in  the  other's  capital. 

Clearly,  this  is  not  a  healthy  situation.  Emotion  rather  than  reason,  dogma  rather  than 
realism,  are  beginning  to  dominate  both  capitals. 

Numerous  factors  have  produced  the  current  state  of  affairs,  among  them  domestic 
politics  in  both  Beijing  and  Washington,  an  altered  strategic  configuration  in  Asia,  and  an 
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excessive  self-confidence  in  Washington  due  to  its  triumph  over  communism  and  in 
Beijing  due  to  its  extraordinary  economic  performance. 

Tragically,  both  sides  are  neglecting  the  underlying  reality:  neither  can  enjoy  peace  and 
prosperity  without  constructive  Sino-American  relations.  The  United  States  can  not 
afford  to  have  China  as  an  enemy.  China  is  too  big.  The  rest  of  Asia  will  not  join  the 
United  States  in  an  anti-Beijing  crusade.  For  20  years,  from  1949  to  1978,  Washington 
sought  to  isolate  and  impoverish  China  -  at  a  time  when  American  strength  relative  to 
China's  was  much  greater  than  today.  The  policy  ended  in  abject  failure.  There  is  no 
alternative  but  to  engage  China. 

Similarly,  China  needs  America:  our  markets,  our  technology,  our  capital,  our  military 
strength  to  balance  its  potential  adversaries. 

These  strains  come  at  an  unfortunate  time.  China  is  in  the  midst  of  a  generational 
succession  of  leadership.  Deng  Xiaoping,  China's  preeminent  leader  from  1978  to  1993, 
is  now  near  the  end  of  his  life.  Not  until  he  fully  departs  from  the  scene  will  the 
durability  of  his  succession  arrangements  be  known.  The  Deng  era  transformed  China. 
In  1 5  years,  its  GNP  more  than  tripled.  It  opened  to  the  outside  world.  It  began  the 
transformation  from  a  command  to  a  market  economy,  from  an  agricultural  to  an 
industrial  society,  and  from  a  totalitarian  to  an  authoritarian  political  system.  Although 
Deng  Xiaoping  brought  beneficial  changes  to  China,  he  also  postponed  addressing  a 
number  of  thorny  issues  his  reforms  created. 

The  next  generation  of  Chinese  leaders  is  now  beginning  to  grapple  with  the  long  list  of 
unsettled  issues  and  problems  inherited  from  the  Deng  era:  chronic  inflation;  growing 
corruption;  a  weak  central  banking  system;  inadequate  revenue  for  the  central 
government;  ill-defined  central-provincial  relations;  an  unbridled  materialism,  a  spiritual 
vacuum,  and  an  erosion  of  the  moral  fiber  of  the  populace;  a  growing  involvement  of  the 
military  in  the  economy,  ill  defined  civil-military  relations,  and  inadequate  civilian 
control  over  the  military;  massive  population  migration  from  rural  to  urban  areas  and 
erosion  of  political  control  over  the  populace;  the  difficulty  of  privatizing  large, 
inefficient  state  owned  enterprises;  the  quest  of  the  Communist  Party  to  redefine  its  role 
and  maintain  its  rule  in  the  midst  of  massive  social  and  economic  changes;  the  lack  of  an 
independent  judiciary  and  a  genuine  legal  system;  and  a  weak  system  of  representative 
assemblies  from  the  village  to  the  national  level  which,  if  strengthened,  could  serve  as  a 
check  on  corruption  and  the  abuse  of  power. 

This  is  a  sobering  list  of  challenges  confronting  Deng's  successors.  There  is  no  reason  to 
assume  all  or  even  most  of  these  problems  will  be  surmounted.  Yet  failure  to  address 
them  or  to  resolve  them  well  will  affect  China's  developmental  path.  Let  us  be  clear 
about  the  underlying  issue.  It  is  not  whether  the  economy  on  the  China  mainland  will 
continue  to  grow  rapidly.  It  will.  Rather,  the  stakes  concern  China's  future  governance. 
Will  China  continue  to  have  an  effective  central  government?  The  total  disintegration  of 
the  central  government  is,  in  my  opinion,  unlikely.  Rather,  if  the  issues  I  have  mentioned 
are  unattended,  China  will  be  left  with  a  weak  central  government,  corrupt,  unable  to 
enforce  the  international  agreements  it  signs,  unable  to  use  monetary  and  fiscal  policies  to 
regulate  the  economy,  unable  to  play  a  constructive  role  in  the  maintenance  of  stability  in 
the  region.  The  United  States  has  an  interest,  therefore,  in  China  successfully  addressing 
its  long  list  of  domestic  institutional  problems. 

Were  China  to  address  these  issues  successfully,  however,  there  is  no  guarantee  it  will  be 
a  responsible  power.  Let  us  realistically  recognize  the  possible  dangers.  It  could  seek  to 
be  the  hegemonic  power  in  East  Asia. 
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In  short,  we  are  at  an  important  juncture  that  demands  engagement,  activism,  presence, 
and  influence.  President  Nixon  realized  this  when  he  journeyed  to  China  in  October, 
1989.  I  accompanied  the  former  President,  and  I  would  like  to  use  this  occasion  to  quote 
from  a  letter  he  wrote  to  Deng  Xiaoping  explaining  the  purposes  of  his  visit  so  soon  after 
the  June,  1989  Tiananmen  tragedy.  His  message  remains  relevant: 

"I  will  be  coming  to  China  as  a  private  citizen.  I  have  no  business 
clients  and  will  be  traveling  at  my  own  expense.  I  come  as  a  friend  who 
profoundly  believes  that  a  restoration  of  the  constructive  relationship  our 
two  countries  enjoyed  from  1972  until  recently  is  in  the  best  interests  of 
both  the  Chinese  people  and  the  American  people. 

As  you  know,  what  brought  us  together  in  1972  was  not  our 
friendship  but  our  interests.  I  believe  those  interests  which  involved  the 
security  of  our  two  nations  have  not  changed.  The  relationship  we 
established  has  served  us  well  over  the  years,  and  particularly  during  your 
leadership. 

The  events  of  April  through  June  damaged  the  respect  and 
confidence  which  most  Americans  previously  had  for  the  leaders  of  China. 
On  the  other  hand,  some  Chinese  leaders  are  now  exhibiting  a  distrust  of 
the  United  States  that  is  reminiscent  of  the  period  before  1972.  I  would 
like  to  explain  the  reasons  for  the  American  reaction,  and  I  hope  you  will 
be  equally  candid  in  describing  the  sources  of  current  discontent  that  some 
of  your  associates  now  have  with  the  United  States.  This  will  enable  us  to 
look  to  the  future  and  discuss  how  through  mutual  effort  respect  and 
credibility  between  our  two  countries  can  be  restored. 

...We  must  deal  with  the  facts  that  these  reactions  exist  and  that  if 
we  are  to  restore  our  previous  relationship,  it  is  vitally  important  to  clear 
the  air.  I  would  hope  that  we  could  address  among  others  these 
profoundly  important  questions:  Do  China  and  the  United  States  still 
share  a  common  security  interest?  In  view  of  its  domestic  problems,  can 
China  play  a  major  role  in  the  maintenance  of  peace  and  stability  in  the 
East  Asia-Pacific  region?  Is  martial  law  a  permanent  feature  of  life  in 
China?  Is  the  door  which  you  opened  to  the  outside  world  to  be  closed,  or 
can  we  continue  and  increase  the  exchange  of  people  and  ideas  which  has 
so  enriched  the  lives  of  the  people  of  both  of  our  countries?  Can  the 
courageous  and  bold  economic  reforms  you  initiated  in  1979  be  revitalized 
and  continued  or  will  China  revert  to  the  stagnant  situation  which  existed 
before  you  became  China's  premier  leader?  Everyone  agrees  that 
corruption  and  inflation  must  be  rooted  out.  The  question  is,  in  rooting  it 
out,  do  you  also  root  out  the  delicate  new  growth  of  individual  enterprise 
which  under  your  leadership  doubled  the  per  capita  income  of  the  Chinese 
people  between  1979  and  1989? 

The  Shanghai  Communique  of  1972  was  a  unique  diplomatic 
document  because  instead  of  glossing  over  the  differences,  it  candidly 
stated  them  and  provided  a  basis  for  cooperation  on  other  issues.  In  that 
same  spirit,  I  will  welcome  the  opportunity  to  give  you  my  assessment  of 
U.S.  policy  and  attitudes  toward  China,  and  I  would  deeply  appreciate  it  if 
you  would  in  turn  give  me  your  assessment  of  the  view  of  the  Chinese 
leadership  and  people. 

I  am  concerned  that  in  the  emotion  of  the  moment  shortsighted  and 
ill-informed  voices  could  prevail  in  both  Beijing  and  Washington...! 
profoundly  believe  that  leadership  could  be  as  important  as  the  role  you 
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played  in  1979  when  the  reforms  you  initiated  earned  plaudits  throughout 
the  world." 

When  Richard  Nixon  returned  from  his  trip,  he  delivered  a  private  letter  to  President 
Bush  assessing  the  China  situation.  Though  written  on  November  5,  1989,  President's 
Nixon's  analysis,  in  my  opinion,  remains  valid  and  should  continue  to  guide  our  country. 
President  Nixon  found  that  some  among  the  Chinese  leadership  -  the  reformers  -  sought 
to  restore  extensive  relations  with  the  United  States,  while  others  ~  the  conservatives  - 
were  comfortable  with  and  indeed  welcomed  an  adversarial  relationship  with 
Washington.  He  wrote  to  President  Bush: 

"These  conservative  leaders  are  not  enamored  with  Deng's 
economic  reforms  and  are  opposed  to  political  reform.  The  conservatives 
understand  that  the  openness  to  the  outside,  economic  reform,  and  political 
reform  really  constitute  an  integrated  package  of  reform  policies.  They 
believe  that  the  package  ultimately  will  cost  China  their  vision  of  what 
socialism  entails.  And  they  also  believe  -  probably  with  some  reason  - 
that  the  package  of  policies  will  subject  China  to  social  stress  of  the  sort 
visible  in  the  streets  of  Beijing  last  spring.  They  would  rather  risk  China's 
rapid  modernization  than  risk  its  unity  and  stability. 

The  Chinese  conservatives  see  our  presence  as  destabilizing;  the 
reformers  see  it  as  essential  to  the  modernization  process.  Not  until  the 
succession  struggle  is  over  will  this  debate  be  resolved  in  one  direction  or 
the  other.  We  have  some  but  not  decisive  leverage  in  affecting  the 
outcome  of  the  debate.  Our  present  posture,  however,  precludes  us  from 
exercising  the  limited  influence  that  we  do  possess.  And  this  inadvertently 
benefits  the  conservatives. 

The  American  long-term  strategic  interest  in  the  outcome  of  this 
debate  should  not  be  underestimated.  What  is  at  stake  over  the  long  run  is 
the  nature  of  America's  involvement  in  East  Asia.  Essentially,  we  have 
historically  faced  three  options  in  this  region:  1)  to  be  constructively 
engaged  on  the  mainland  of  Asia,  which  means  to  participate  in  the 
modernization  of  China  including  of  its  military;  2)  to  base  ourselves  on 
the  rim  of  Asia:  Japan,  Korea,  Taiwan,  the  Philippines,  and  to  seek  to 
isolate  and  contain  the  forces  on  the  China  mainland;  3)  to  retreat  to  Guam 
and  Hawaii.  If  the  conservatives  were  to  prevail  and  China  were  to  turn 
inward,  its  relations  with  us  would  become  more  acrimonious  and 
adversarial  than  positive  and  beneficial.  Perforce  we  would  then  have  to 
return  to  the  rim  strategy  of  the  1950's  and  1960's.  And  you  remember 
how  costly  and  ultimately  untenable  that  strategy  was. 

One  of  two  things  would  happen  if  the  Chinese  conservatives  were 
to  prevail  in  the  post-Deng  era  and  we  then  reverted  to  a  rim  strategy  in 
the  Western  Pacific.  Either  an  isolated  China  would  lash  out  and  would 
experience  severe  difficulties  at  home;  or  to  escape  its  isolation,  the 
leaders  would  develop  close  relations  with  and  resume  its  modernization 
effort  in  cooperation  with  the  USSR  and/or  Japan  but  not  us.  An  isolated 
China  would  be  dangerous,  unable  or  unwilling  to  contribute  to  the  peace 
and  stability  of  the  region. 

We  understand  the  danger  of  a  Sino-Soviet  rapproachment;  that  is 
obvious.  But  a  Sino-Japanese  partnership  without  our  involvement  would, 
in  its  way,  pose  a  serious  challenge.  History  teaches  us  the  dangers  that 
arise  when  our  China  policy  and  Japan's  China  policy  diverge;  the 
inevitable  result  is  heightened  US-Japanese  tensions. 
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In  the  current  emotion  of  the  moment,  our  nations  seems  to  be 
forgetting  an  important  point:  A  modernizing,  unified,  and  effectively 
governed  China  that  has  good  relations  with  us  is  by  far  the  preferred 
solution  for  advancing  American  security  interests  in  East  Asia.  At  time 
when  we  are  appropriately  occupied  with  the  historic  challenges  and 
opportunities  in  Western  Europe,  Eastern  Europe,  and  the  Soviet  Union, 
let  us  not  neglect  the  situation  in  Asia,  where  inattention  on  our  part  now 
could  inadvertently  create  a  major  security  problem  for  the  next 
generation.  And  as  I  said  in  my  October  30  toast  at  Li  Peng's  banquet, 
China  plays  an  indispensable  role  in  the  maintenance  of  stability  in  the 
Asia-Pacific  region.  Peace  cannot  be  maintained  in  Korea,  the  Taiwan 
issue  cannot  be  resolved  peacefully,  the  people  of  Hong  Kong  cannot 
enjoy  a  future  as  an  autonomous,  capitalist,  and  democratic  entity,  and 
tranquillity  cannot  at  last  be  found  in  Indochina  unless  China  is 
constructively  and  responsibly  engaged  in  regional  affairs." 

Clearly,  the  United  States  is  straying  from  the  path  charted  by  President  Nixon  and  every 
administration  until  this  one.  The  time  has  come  to  return  to  that  path  and  to  work  with 
China,  while  retaining  our  alliances  in  the  region  and  our  force  posture  should  things  go 
awry. 

What  do  I  recommend  specifically  at  this  point:  First,  both  capitals  need  to  calm  down. 
Cease  the  rhetoric.  Both  the  President  and  the  Republican  leadership  in  Congress  have  a 
particular  responsibility  to  discipline  their  ranks,  as  the  Chinese  foreign  policy 
spokesmen  must  do  on  their  side.  We  are  not  fated  to  be  enemies.  As  President  Nixon 
understood,  the  interests  the  two  nations  share  far  outweigh  the  interests  that  divide  them. 

Second,  the  time  has  come  to  re-establish  high-level  dialogue  between  the  leaders  of  the 
two  countries.  President  Clinton  should  welcome  Jiang  Zemin  to  the  White  House  when 
Jiang  will  be  in  the  United  States  for  the  United  Nation's  special  session  in  September. 
Assuming  that  visit  is  productive  -  and  some  emotion  is  bound  to  surround  it  -  the 
president  should  extend  his  November  trip  to  Osaka  for  the  Asia-Pacific  Leaders'  summit 
to  include  a  stop  in  Beijing  (and  possibly  Hanoi)  as  well.  Periodic  and  lengthy 
discussions  among  top  leaders  are  essential  for  Sino- American  relations  to  work  well. 
They  generate  the  will  and  shared  perspective  to  manage  well  the  many  serious  problems 
dividing  the  two  countries. 

Third,  within  the  United  States,  much  more  thought  and  attention  must  be  given  to  the 
implications  of  China's  rapid  rise  in  world  affairs.  Balance  is  required;  neither  myopia 
about  the  Chinese  market  nor  hysteria  about  the  Chinese  threat.  China  policy  cannot  be 
dictated  by  single-issue  interests:  human  rights,  anti-abortionists;  environmentaUsts;  pro- 
Taiwan  or  pro-Tibet  lobbies;  business  interests.  These  separate  interests  are  pulling  our 
China  policy  apart.  Each  of  these  concerns  is  appropriate,  but  none  should  be  allowed  to 
dictate  or  dominate  policy.  Rather,  an  integrated,  multi-faceted  and  multi-lateral  strategy, 
pursued  in  cooperation  with  our  Asian  allies  and  China  itself,  is  the  only  way  to  ensure 
the  continued  stability  and  prosperity  of  the  Asia  Pacific  region  and  the  peaceful 
inclusion  of  China  in  the  world  community. 
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Executive   Summary: 

With  Deng  Xiaoping  gravely  ill  and  near  death,  the  contest  for  power  in  the  post-Deng 
regime  dominates  Chinese  domestic  and  foreign  policymaking.  This  power  struggle  represents 
an  intensification  of  the  succession  competition  which  has  been  underway  ever  since  Deng 
assumed  the  role  of  pre-eminent  leader  and  launched  an  ambitious  program  of  economic  reform 
in  1978.  Because  of  Deng's  advanced  age,  other  Communist  Party  leaders  exjjected  his  reign  to 
be  short  and  adopted  policy  positions  that  would  enhance  their  prospects  to  succeed  him.  In 
fact,  succession  competition  was  a  crucial  background  condition  for  the  political  success  of  the 
market  reforms. 

Until  the  p>ost-Deng  successors  have  consolidated  their  rule  we  will  see  repeated 
instances  of  tough  Chinese  positions  toward  the  United  States.  In  foreign  trade  and  investment 
disputes,  the  Chinese  leaders  behave  more  pragmatically  because  domestic  economic  interests 
are  directly  affected.  But  when  it  comes  to  issues  of  human  rights,  Taiwan,  or  arms 
proliferation,  we  can  expect  conspicuous  intransigence  intended  to  signal  strength  to  a  domestic 
elite  audience. 

Much  of  Chinese  foreign  policy  is  driven  by  the  dynamics  of  domestic  political 
competition  and  is  only  marginally  influenced  by  United  States  actions.  Although  U.S. 
diplomats  should  beware  of  the  pitfalls  of  getting  involved  in  China's  leadership  succession 
fMDlitics — any  hint  that  the  U.S.  government  is  backing  a  candidate  would  doom  his  chances — 
they  should  broaden  ties  with  central,  provincial,  and  military  officials  by  means  of  informal 
exchanges  and  dialogues.  If  the  officials  in  the  selectorate  have  a  stake  in  good  relations  with 
the  United  States,  they  will  not  back  a  leader  who 
might  jeopardize  these  relations. 

What  can  the  United  States  do  to  make  sure  that  China  does  not  pursue  international 
respect  through  imperial  ambition  as  Germany  and  Japan  did  in  the  first  half  of  the  twentieth 
century?   The  Chinese  drive  to  win  respect  by  showing  strength  will  produce  constant  conflict 
with  the  United  States  if  we  continue  simply  to  engage  China  bilaterally  on  a  wide  range  of 
issues  like  weapons  proliferation,  human  rights,  and  trade  on  which  we  pressure  Chinese 
leaders  to  do  something  they  do  not  want  to  do  by  means  of  public  demands  and  economic 
sanctions.  This  approach  provides  ample  opportunities  for  Chinese  leaders  to  win  domestic 
support  by  digging  in  their  heels  against  U.S.  pressure.     This  approach  also  strengthens  the 
hand  of  the  hardliners  and  makes  it  difficult  for  reform-minded  politicians  to  cooperate  with 
us.  We  must  maintain  a  robust  and  credible  military  deterrent  against  the  possibility  of 
Chinese  aggression  in  the  Asia-Pacific,  but  at  the  same  time  we  must  break  the  constraints  of 
bilateral  pressure  politics. 

The  challenge  for  U.S.  policymakers  is  to  help  provide  opportunities  for  Chinese 
leaders  to  take  bold  but  pwsitive  foreign  policy  initiatives  that  can  win  them  domestic  support. 
Dramatic  acts  of  international  statesmanship  can  demonstrate  a  leader's  strength  even  more 
effectively  than  saying  no  to  the  United  States.    The  process  of  reconciliation  with  Taiwan  and 
regional  multilateral  processes  offer  abundant  opportunities  for  such  Chinese  statesmanship 
and  should  therefore  be  encouraged  by  the  United  States. 
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Background  and  Context: 

Understanding  how  the  contest  for  power  shapes  China's  policies 
toward  the  world  requires  some  background  on  the  Chinese  political  system. 

In  democracies  politicians  take  policy  positions  that  will  win  them 
votes  from  their  constituents;  the  electoral  connection  drives  policymaking. 
In  a  communist  state  like  China,  although  leaders  obviously  are  not 
popularly  elected,  neither  are  they  pure  dictators,  exempt  from  accountability 
to  others.  Communist  Party  leaders  are  chosen  by  what  we  might  call  a 
"selectorate,"  a  term  adopted  from  British  parliamentary  politics  to  define  the 
group  within  a  political  party  that  has  effective  power  to  choose  leaders. 

In  China,  the  selectorate  consists  of  200  -  300  members  of  the  political 
elite,  which  includes  officials  in  the  Communist  Party,  government,  and 
military.   Most  of  them  sit  in  the  CCP  Central  Committee,  which  has  the 
formal  authority  to  choose  the  top  leaders  of  the  Party  (Party  General 
Secretary,  the  Standing  Committee  of  the  Politburo,  and  the  Politburo).    But  a 
small  number  of  elderly  veteran  leaders  of  the  revolution,  who  do  not  sit  in 
the  Central  Committee,  play  key  informal  roles  in  the  leadership  selection 
process  because  of  their  political  prestige  and  extensive  networks  of 
connections.   With  two  notable  exceptions  (Wan  Li  and  Yang  Shangkun),  the 
elders  have  more  conservative  views  than  the  Central  Committee  members, 
who  hold  leading  positions  in  central  government  ministries  and  Party 
departments,  the  People's  Liberation  Army,  and  the  provincial  government 
and  Party  bodies.   Natural  attrition  has  reduced  the  number  of  influential 
elders  to  half  a  dozen,  and  has  thereby  enhanced  the  relative  influence  of  the 
officials  in  the  Central  Committee. 

The  competition  for  political  leadership  in  China  is  almost  constant 
because  it  is  not  punctuated  by  fixed  terms  of  office.  Especially  when  the 
incumbent  leader  is  weak  or  elderly,  potential  successors  are  always  trying  to 
build  a  base  of  supporters  from  within  the  elite  selectorate.   Because  there  is 
no  separate,  open  electoral  competitiQn,  the  contest  for  power  and 
policymaking  are  intertwined.    Communist  politicians  cannot  openly 
campaign  for  leadership  posts,  and  because  of  the  party's  official  myth  of 
unity,  officials  cannot  openly  form  blocs  of  factions.   So  politics  burrows 
underground  into  the  bureaucratic  policymaking  process.    Policies,  foreign 
and  domestic,  are  major  weapons  in  the  pursuit  of  power.   And  the  benefits 
of  policy  are  concentrated  not  on  ordinary  citizens,  who  are  powerless  in 
leadership  selection,  but  on  officials. 
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Leadership  politics  is  played  out  in  the  Chinese  policy  process  in  four 
different  ways — distributive  politics,  patronage  politics,  ideological  or  anti- 
corruption  campaign  politics,  and  symbolic  politics.    Foreign  policymaking 
falls  mainly  in  the  last  domain,  symbolic  politics. 

Distributive  Politics: 

Chinese  communist  politicians  build  support  among  the  groups 
within  the  selectorate  by  distributing  benefits  to  them  by  means  of  economic 
policies  and  budgetary  allocations.   Which  policies  the  politicians  espouse 
depends  on  their  estimate  of  the  relative  influence  of  various  groups  within 
the  selectorate  and  their  sense  of  the  political  strengths  and  vulnerabilities  of 
themselves  and  their  rivals. 

Sometimes  these  politicians  promise  to  preserve  the  privileged 
position  of  groups.    The  heavy  industrial  ministries,  representing  big, 
inefficient  state  factories  in  sectors  like  machinery  and  iron  and  steel,  for 
example,  had  always  claimed  the  lion's  share  of  state  resources  under  central 
planning;  their  predominance  was  threatened  by  the  reforms  that  opened 
market  competition.   Party  politicians  made  sure  that  these  ministries  kept 
the  same  level  of  investment  funds  and  that  their  inefficient  factories 
operating  in  the  red  continued  to  be  bailed  out. 

Succession  competition  also  opens  up  possibilities  for  policy 
innovation  as  challengers  develop  new  bases  of  support  within  the 
selectorate.   Since  1978,  contending  leaders  used  economic  reform  policies  to 
extend  new  powers  and  resources  to  provincial  officials,  who  had  become  the 
largest  bloc  within  the  Central  Committee  and  could  be  used  as  a  political 
counterweight  to  the  central  bureaucracy  with  its  vested  interests  in  the 
planned  economy.    Almost  all  reforms  in  the  fiscal  system,  industrial 
management,  and  foreign  trade  involved  decentralization  to  the  provincial 
level.   These  reforms  enabled  politicians  to  build  support  for  themselves  by 
"playing  to  the  provinces." 

Patronage  Politics: 

The  building  blocks  of  Chinese  politics  are  personalistic  networks  of 
patrons  and  clients  which  grow  like  vines  on  the  trellis  of  bureaucratic 
organizations.   Contenders  for  top  leadership  strive  to  deepen  and  broaden 
their  network  of  clients  and  to  promote  them  into  key  positions  within  the 
selectorate,  as  CCP  General  Secretary  Jiang  Zemin  has  done  recently  with  a 
number  of  Shanghai  followers. 
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Patron-client  networks  are  fed  by  the  distribution  of  patronage.   Under 
the  traditional  communist  system,  patronage  took  the  forms  of  bureaucratic 
career  promotion  and  the  allocation  of  plan  quotas.   The  desire  to  generate 
patronage  opportunities  explains  why  almost  every  economic  reform 
policy — from  the  special  economic  zones  to  enterprise  profit-retention — took 
the  form  of  particularistic  contracts  that  enabled  politicians  to  claim  credit 
from  specific  units  and  individuals.   Politicians  gain  more  support  by  giving 
out  special  deals  than  by  setting  uniform  rules.   By  the  same  logic,  leaders  are 
reluctant  to  enforce  restrictions  that  hurt  particular  units  or  individuals. 

Ideological  or  Anti-Corruption   Campaign   Politics: 

Communist  politicians  go  on  the  offensive  in  mass  campaigns  that 
give  them  opportunities  to  attack  the  moral  character  of  their  rivals,  or  of 
their  rivals'  clients.   These  crusades  to  mobilize  the  masses  against  some  form 
of  moral-political  evil  provide  potent  weapons  for  elite  power  struggles. 
Every  campaign  involves  singling  out  for  public  condemnation  and 
punishment  individuals  who  exemplify  the  deviant  behavior.    By 
maintaining  control  of  the  campaign  and  the  identification  of  targets,  leaders 
can  destroy  their  opponents.    Mao  Zedong,  in  numerous  ideological 
campaigns  culminating  in  the  mega-campaign  called  the  Cultural  Revolution 
(1966  -  69),  proved  himself  a  master  at  using  ideological  attacks  to  defeat  his 
opponents. 

In  the  post-Mao  era  of  economic  reform,  communist  ideology  has 
become  less  relevant  and  campaigns  against  economic  corruption  have 
replaced  ideological  campaigns.   Every  official  is  vulnerable  to  charges  of 
corruption  because  the  mixture  of  plan  and  market  that  prevails  in  China 
today  offers  infinite  possibilities  for  officials  to  reap  personal  gain  from  their 
administrative  authority,  and  the  legal  definitions  of  corrupt  behavior  are 
highly  ambiguous.   There  is  some  debate  among  China  watchers  about 
whether  Jiang  Zemin  or  Qiao  Shi  (head  of  the  Standing  Committee  of  the 
National  People's  Congress  and  long-time  head  of  the  internal  security 
apparatus)  is  responsible  for  the  recent  spate  of  arrests  of  high  level  officials  in 
Beijing  and  other  cities  on  charges  of  corruption.   We  all  agree,  however,  that 
the  arrests  are  moves  in  a  leadership  succession  game. 

In  every  mass  campaign  there  is  a  risk  that  the  leader  who  instigated 
the  campaign  loses  control  and  the  campaign  is  captured  by  rival  leaders  or 
local  citizens  and  turned  against  his  clients  and  himself.   To  prevent  such  loss 
of  control  in  the  current  anti-corruption  campaign,  in  May  1995  the  Chinese 
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Communist  Party  Central  Commission  for  Disciplinary  Inspection  decreed 
that  the  approval  of  higher  level  party  units  be  required  for  opening 
corruption  cases  against  officials  of  bureau-level  or  above. 

Symbolic  Politics: 

When  political  struggle  is  waged  between  the  leaders  of  rival  patron- 
client  factions,  policy  often  takes  on  a  symbolic  function.   By  taking  a  bold 
move  in  an  issue  area  where  he  has  been  assigned  responsibility,  a  leader 
demonstrates  that  his  faction  is  on  top.   The  specific  content  of  the  action  is 
less  important  than  the  impression  that  a  leader  is  strong  enough  to  take 
action.   The  more  unpopular  or  anti-traditional  the  action,  the  better  it 
demonstrates  factional  power.   Symbolic  politics  place  a  premium  on 
toughness,  but  a  positive  initiative  that  challenges  communist  orthodoxy  or 
vested  interests  also  can  signal  strength. 

Economic  policy,  which  involves  concrete,  immediate  stakes  for 
important  domestic  interest  groups,  is  less  affected  by  the  symbolic  politics  of 
factional  competition  than  cultural  policies  which  are  dominated  by  them. 
By  bashing  a  few  writers  or  arresting  a  few  intellectuals  a  leader  can  show 
cheaply  that  he  is  really  in  charge. 

The  foreign  policy  process,  except  for  foreign  investment  and  trade 
policies,  has  little  direct  effect  on  domestic  interest  groups,  and  therefore  is 
dominated  by  symbolic  politics.    By  taking  a  tough  position  internationally,  a 
leader  broadcasts  to  the  Chinese  elite  that  his  faction  has  prevailed. 

Premier  Li  Peng,  who  appears  to  have  cast  his  lot  with  CCP  General 
Secretary  Jiang  Zemin  in  a  joint  rulership  bid  (similar  to  that  of  Brezhnev 
and  Kosygin),  currently  holds  responsibility  for  foreign  affairs  within  the 
PoHtburo.    When  China  responded  to  the  United  States  government's 
approval  of  Lee  Teng-hui's  visit  from  Taiwan  by  canceling  high  level  bilateral 
contacts  with  the  U.S.,  Li  Peng  was  signaling  his  political  dominance  to  his 
domestic  constituency.    He  risked  international  diplomatic  conflict  not  for  its 
own  sake  but  to  enhance  his  own  political  reputation  at  home. 

Implications  for  United  States  Policy: 

Until  the  post-Deng  successors  have  consolidated  their  rule  we  will  see 
repeated  instances  of  tough  Chinese  positions  toward  the  United  States.   In 
foreign  trade  and  investment  disputes,  the  Chinese  leaders  behave  more 
pragmatically  because  domestic  economic  interests  are  directly  affected.   But 
when  it  comes  to  issues  of  human  rights,  Taiwan,  or  arms  proliferation,  we 
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can  expect  conspicuous  intransigence  intended  to  signal  strength  to  a 
domestic  elite  audience. 

Much  of  Chinese  foreign  policy  is  driven  by  the  dynamics  of  domestic 
political  competition  and  is  only  marginally  influenced  by  United  States 
actions.   Although  U.S.  diplomats  should  beware  of  the  pitfalls  of  getting 
involved  in  China's  leadership  succession  politics — any  hint  that  the  U.S. 
government  is  backing  a  candidate  would  doom  his  chances — they  should 
broaden  ties  with  the  central,  provincial,  and  military  officials  by  means  of 
informal  exchanges  and  dialogues.    If  the  officials  in  the  selectorate  have  a 
stake  in  good  relations  with  the  United  States,  they  will  not  back  a  leader  who 
might  jeopardize  these  relations. 

U.S.  policymakers  also  need  to  recognize  that  the  specific  context  of 
Chinese  history  colors  its  domestic  politics  of  foreign  policy.   China,  which  for 
centuries  had  controlled  a  vast  empire  achieved  by  its  cultural,  technological, 
economic  and  political  superiority,  experienced  the  last  150  years  of  internal 
decay  and  international  weakness  as  a  deep  humiliation.   Now  that  China  is 
reviving  its  economic  and  military  strength,  its  elite  has  a  new  sense  of  self- 
confidence  and  wants  to  reclaim  respect  from  the  world,  particularly  from  the 
countries  like  the  United  States  and  Japan  which  it  feels  took  advantage  of 
China  when  it  was  down.   For  at  least  the  next  decade,  Chinese  leaders  will 
pursue  a  very  independent  foreign  policy  to  show  the  world — and  their   • 
domestic  elite  constituency--  that  once  again  China  is  a  major  power  that 
deserves  respect. 

What  can  the  United  States  do  to  make  sure  that  China  does  not 
pursue  international  respect  through  imperial  ambition  as  Germany  and 
Japan  did  in  the  first  half  of  the  twentieth  century?   The  Chinese  drive  to  win 
respect  by  showing  strength  will  produce  constant  conflict  with  the  United 
States  if  we  continue  simply  to  engage  China  bilaterally  on  a  wide  range  of 
issues  like  weapons  proliferation,  human  rights,  and  trade  on  which  we 
pressure  Chinese  leaders  to  do  something  they  do  not  want  to  do  by  means  of 
public  demands  and  economic  sanctions.    This  approach  provides  ample 
opportunities  for  Chinese  leaders  to  win  domestic  support  by  digging  in  their 
heels  against  U.S.  pressure.   This  approach  also  strengthens  the  hand  of  the 
hardliners  and  makes  it  difficult  for  reform-minded  politicians  to  cooperate 
with  us.   We  must  maintain  a  robust  and  credible  military  deterrent  against 
the  possibility  of  Chinese  aggression  in  the  Asia-Pacific,  but  at  the  same  time 
we  must  break  the  constraints  of  bilateral  pressure  politics. 
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The  challenge  for  U.S.  policymakers  is  to  help  provide  opportunities 
for  Chinese  leaders  to  take  bold  but  positive  foreign  policy  initiatives  that  can 
win  them  domestic  support.    Dramatic  acts  of  international  statesmanship 
can  demonstrate  a  leader's  strength  even  more  effectively  than  saying  no  to 
the  United  States. 

A  Chinese  leader,  for  example,  who  launches  serious  political 
negotiations  with  Taiwan  and  achieves  an  agreement  that  can  be  defined  as 
reunification  will  be  acclaimed  by  the  selectorate  for  the  breakthrough.   The 
United  States  must  exercise  great  care  in  its  policies  toward  Taiwan  so  as  not 
to  inadvertently  discourage  such  an  initiative  from  Beijing;  it  is  the  only 
long-term  solution  to  the  Mainland-Taiwan  imbroglio. 

China's  leaders  are  likely  to  find  more  opportunities  for  positive 
actions  in  multilateral  settings  than  in  its  bilateral  dealings  with  the  United 
States  which  China  views  as  a  contest  for  respect.   When  a  number  of  other 
countries  are  involved,  China  will  not  perceive  differences  as  a  zero-sum 
game  and  will  avoid  being  isolated  from  the  group. 

Within  the  Asia-Pacific  region,  two  types  of  multilateral  opportunities 
for  positive  leadership  are  open  to  China.   Both  types  should  be  promoted  by 
the  U.S.  as  ways  of  inducing  cooperative  behavior  on  China's  part,  but  the 
second  better  supports  U.S.  interests. 

First,  China  can  play  a  leading  role  in  official  regional  organizations 
like  the  Asia-Pacific  Economic  Cooperation  (APEC)  forum  and  the  ASEAN 
Regional  Forum  (ARF).    If  China  continues  to  take  an  antagonistic  stance 
toward  the  United  States,  it  must  cultivate  harmonious  and  cooperative 
relations  with  its  Asian  neighbors.   Behaving  as  a  good  neighbor  means  that 
China  will  not  engage  in  provocative  action  in  the  South  China  Sea  or  other 
territorial  controversies  and  will  invest  more  effort  in  regional  cooperative 
undertakings.   It  could  also  mean,  however,  an  attempt  to  sideline  the  U.S. 
and  make  regional  organizations  exclusively  Asian. 

A  second  possibility  is  the  emergence  of  a  relationship  among  the  four 
major  powers  in  the  region — China,  Japan,  Russia,  and  the  United  States — 
that  resembles  a  concert  of  powers.   An  informal  agreement  among  the 
leaders  of  the  four  powers  to  meet  regularly,  peacefully  resolve  disputes 
among  themselves,  and  prevent  conflicts  elsewhere  in  the  region  from 
sparking  conflict  among  themselves  would  be  reassuring  to  everyone  in  the 
region  and  would  provide  effective  leadership  for  regional  organizations.   An 
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Asia-Pacific  concert  would  bring  China  the  status  and  respect  it  deserves.   A 
concert  would  also  enable  China  and  the  U.S.  to  find  a  deeper  sense  of  great 
power  partnership  that  could  sustain  the  relationship  when  it  is  buffeted  by 
many  specific  issues  of  contention  and  domestic  political  pressures  in  both 
countries.    A  hopeful  sign  of  progress  in  this  direction  is  that  even  during  this 
time  of  bilateral  conflict  between  China  and  the  U.S.,  China  has  offered  to 
host  the  next  meeting  of  the  Northeast  Asia  Cooperation  Dialogue 
(established  by  the  University  of  California  Institute  on  Global  Conflict  and 
Cooperation),  an  informal  dialogue  among  the  four  major  powers  and  the 
two  Korea's. 

Conclusion: 

The  logic  of  domestic  leadership  competition  makes  it  likely  that 
China's  relations  with  the  United  States  will  be  fraught  with  conflict  in  the 
decade  ahead,  particularly  in  the  areas  of  non-proliferation  and  human  rights. 
On  the  positive  side,  trade  and  investment  issues  should  be  relatively  easy  to 
resolve,  because  domestic  interest  groups  have  a  direct  stake  in  the  economic 
ties  between  the  two  countries. 

For  the  United  States  to  encourage  Chinese  leaders  to  compete 
domestically  by  pursuing  foreign  policies  that  are  bold  and  constructive,  it 
must  act  with  subtlety  and  patience.    Although  we  must  maintain  a  military 
deterrent  against  possible  Chinese  aggression  in  the  region  and   cannot 
abandon  our  global  commitments  to  non-proliferation,  human  rights,  and 
open  trade,  we  should  pick  our  fights  with  Beijing  carefully  so  as  to  avoid 
provoking  the  responses  we  don't  want.    We  should  avoid  interfering  in  the 
long-term  process  of  reconciliation  between  the  Mainland  and  Taiwan.   And 
we  should  find  opportunities,  such  as  meetings  between  our  heads  of  state, 
that  express  our  respect  for  China  as  a  world  power. 


(end  of  text) 
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SUBCOMMITTEE  ON  ASIA  AND  THE  PACIFIC 

Questions  for  the  Record 

Hearing  on 

"The  Future  of  the  People's  Republic  of  China: 
Perspectives  on  the  Post-Deng  Xiaoping  Era " 

20  July  1995 

1.    What  is  the  significance  of  the  recent  anti-corruption  drive 
that  has  touched  a  number  of  the  leading  Chinese  families? 
How  deep  are  these  corruption  trials  likely  to  go? 

How  will  the  new  leadership  respond  to  the  reported 
widespread  corruption  among  officials  at  the  local  level? 


How  is  the  succession  likely  to  affect  China's  perception  of 
its  role  in  Asia?   Is  Beijing  likely  to  become  increasingly 
defensive  and  insular? 

Do  you  anticipate  that  longstanding  animosities  between 
China  and  Vietnam  will  reemerge  in  the  coming  years? 


What  is  the  military's  role  in  the  succession  struggle?   How 
closely  are  the  PLA  and  the  civilian  leaders  likely  to 
cooperate  in  the  post -Deng  era? 

Is  the  PLA  likely  to  continue  its  recent  trend  toward  a 
more  professional  and  streamlined  force? 

How  will  the  succession  affect  the  military's  pursuit 
of  a  blue  water  fleet  and  power  projection  capability?   In 
recent  years  the  People's  Liberation  Army  has  experienced 
dramatic  growth  in  defense  spending.   Is  this  likely  to 
continue? 

The  PLA  is  heavily  involved  in  market -oriented 
enterprises,  and  is  a  major  exporter  of  a  range  of 
commodities.   How  long  can  this  continue? 
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Responses  to  Questions  for  the  Hearing  Record 

Submitted  By 

Hon.  James  R.  Lilley 

1.  The  recent  anti-corruption  drive  is  a  must  for  the 
central  Chinese  authorities  in  Beijing.   Both  the  reality 
and  the  popular  perception  are  that  corruption  is  widespread 
(some  in  China  say  it  is  worse  now  than  in  the  last  days  of 
the  KMT  regime  under  Chiang  Kai-shek) ,  that  corruption 
reaches  from  the  lowest  level  of  collusion  between  corrupt 
cadres  and  village  entrepreneurs  to  the  highest  level  (Mayor 
of  Beijing,  Politburo  members,  ministers  and  vice-ministers 
etc.),  and  that  corruption  breeds  an  atmosphere  of 
unfairness,  huge  disparities  of  wealth,  and  that  all  of  this 
could  lead  to  serious  social  unrest  which  could  in  turn 
challenge  the  regime  a  la  Tiananmen  in  1989.   So  far  leading 
Chines  families  have  been  relatively  immune-this  includes 
those  of  Deng  Xiaoping,  Chen  Yun,  Wang  Zhen,  Nie  Rongzhen 
and  Rong  Yiren  among  others. 

Show  trial  executions  have  taken  place  as  the  Chinese 
say  "  To  kill  the  chicken  to  scare  the  monkey.   "Two  leading 
smugglers  cum  businessmen  were  recently  publicly  executed 
for  smuggling  valuable  Chinese  artifacts  out  of  China. 
Others  have  been  subject  to  public  disgrace  including  the 
Mayor  of  Beijing.   A  vice  mayor  committed  suicide  after 
being  exposed  for  massive  fraud  and  embezzlement.   But  local 
corruption  defies  solution-it  is  so  massive,  so  deeply 
ingrained  by  tradition  and  historic  practice,  and  in  fact  it 
actually  does  grease  the  skids  and  gets  things  done. 
Manufacturing  for  profit  takes  place,  new  local  industries 
are  started,  houses  are  built,  cars  become  available,  TV 
networks  are  set  up.   Unlucky  people,  however,  who  lose 
important  connections,  cross  the  wrong  leader,  or  become  too 
flamboyant  risk  being  dragged  out  and  publicly  punished. 

In  short,  circuses  attacking  corruption  have  become  a 
fact  of  life.   A  system,  half  socialist  and  half  free 
market-given  the  Chinese  propensity  for  making  money  for  the 
clan-will  in  fact  enhance  corruption.   State  allocation  of 
resources,  granting  priorities  for  access  to  transportation, 
demand  for  higher  quality  foreign  goods  readily  available 
just  across  the  border,  politically  controlled  cheap  credit, 
obsolete  financial  organs,  all  contribute  to  a  climate  of 
corruption  and  greed-especially  when  the  slogan-To  be  rich 
is  glorious-emanated  from  the  paramount  leader  himself. 

2.  China  views  itself  as  the  future  dominant  power  in  East 
Asia.   As  such,  it  will  look  outward,  but  at  times  not  in 
healthy  ways.   China's  military  budget  has  been  increasing 
in  double  digits  by  its  own  admission  since  1988,  and  the 
real  budget  is  estimated  by  many  as  being  several  times 
larger  than  China  admits  to.   Its  acquisition  of  modern 
weaponry  (SU-27  advanced  fighter  bombers  from  Russia,  modern 
Kilo  class  submarines,  SA-10  surface  to-air  missiles 
comparable  to  our  Patriots,  plus  technology  and  personnel, 
from  Russia  for  improving  its  strategic  weapons  capability, 
give  it  a  power  projection  which  it  previously  lacked. 
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China  has  staked  out  sovereign  territorial  claims  over  the 
South  China  Sea,  Hong  Kong,  Taiwan,  and  the  Senkaku  (Diao  Yu 
Tai)  Islands.   Its  pattern  of  military  exercises  and  its 
internal  military  documents  reflect  s  strategy  to  be 
prepared  to  fight  limited  wars  on  China's  periphery,  mostly 
against  weaker  foes. 

The  succession  is  likely  to  be  driven  by  strong 
nationalism  which  will  stress  "Greater  China"  goals,  in  deed 
if  not  necessarily  in  words,  to  include  more  influence  and 
more  territory.   China  will  try  to  use  its  growing  economic 
clout  to  make  inroads  into  territories  contiguous  to  China. 
Military  power  has  and  will  help  China  to  achieve  these 
goals,  especially  if  the  U.S.  draws  down  its  power  and 
China's  comparative  advantage  in  military  power  over  its 
neighbors  thus  increases. 

But  there  are  major  impediments  to  this  strategy. 
China's  internal  economic  and  social  problems  are  huge  and 
growing,  and  will  require  a  concentration  of  resources, 
money,  time  and  quality  personnel  by  the  central  government. 
Regional  horizontal  ties  based  on  economic  interdependence 
are  growing  stronger-South  China  to  Hong  Kong,  and  Southeast 
China  to  Taiwan.   There  also  should  be  less  enthusiasm  in 
these  regions  for  military  adventurism  which  might 
jeopardize  lucrative  trade  in  addition  to  raising  taxes  for 
purchasing  expensive  military  items  for  the  Central. 
China's  expansion  might  have  an  appeal  on  nationalistic  . 
grounds  but  it  could  also  mean  greater  interference  in  the 
regions  by  the  central  authorities,  as  well  as  the  use  of 
these  military  items  procured  with  regional  taxes  to  keep 
the  regions  in  line. 

Animosities  and  suspicions  between  China  and  Vietnam 
have  never  disappeared  despite  recent  rhetoric  about 
cooperation  and  friendship.   The  Vietnamese  are  frightened 
by  China,  and  they  are  seeking  outside  links  to 
counterbalance  China's  huge  size  and  influence.   The 
Vietnamese  have  to  tread  carefully.   China  seized  the 
Paracels  from  Vietnam  in  1974,  gave  the  Vietnamese  a  costly 
lesson  (for  both  parties)  in  their  "incursion"  in  1979,  and 
China  beat  up  on  the  Vietnamese  navy  in  the  Spratlys  in 
1988.   Both  countries  want  access  to  the  offshore  oil  in  the 
South  China  Sea  but  they  do  have  conflicting  claims.   In  the 
short  term  the  two  sides  will  probably  try  to  manage  their 
differences  and  emphasize  economic  compromise  and 
cooperation.   In  the  longer  term  the  competition  may  become 
more  intense,  and  it  could,  as  it  has  in  the  past,  take  on  a 
military  coloration. 

China  will  work  to  pacify  ASEAN  and  will  seek  to  be 
regarded  as  a  responsible  regional  player  by  putting  heavy 
emphasis  on  economic  cooperation.   So  far  this  has  been 
quite  effective.   China  has  also  stressed  a  common  interest 
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with  ASEAN  in  curbing  U.S  human  rights  interventions.   This 
succeeded  in  Bangkok  in  1993  when  Indonesia  and  China 
adopted  a  common  position  contrary  to  the  U.S.,  and  this 
position  was  supported  by  almost  all  Asian  countries  there. 

3.    The  Chinese  military  is  trying  to  become  both 
streamlined  and  professionalized.   It  has  already  developed 
an  elite  Rapid  Reaction  Force  (Fist  Troops)  which  are  well- 
trained,  well-equipped  and  disciplined.   Its  size  will 
probably  reach  200,000-500,000  by  the  mid-nineties.   China 
has  marines  and  the  Fifteenth  Airborne  Army. 

Large  scale  military  exercises  in  September  and  October 
1994  and  again  in  July  1995  demonstrated  PLA  capabilities  on 
multi  service,  multi  fleet,  military-civilian  coordination. 

The  military  has  put  its  number  one  priority  on  a  blue 
water  fleet  and  power  projection.   Its  build  up  of  major 
surface  combatants,  replenishment  ships,  amphibious  craft, 
longer  range  air  cover  including  air-refueling,  and  an  on- 
again-off -again  search  for  a  modern  but  cheap  aircraft 
carrier  all  point  in  that  direction.   Whether  China  will 
succeed  is  an  open  question.   It  is  still  way  behind  the 
U.S.  and  other  modern  western  fleets,  but  it  will  be  more 
than  a  match  for  any  fleet  of  an  Asian  nation. 

The  PLA  is  launched  into  commerce  in  major  ways.   This 
trend  will  probably  continue  indefinitely,  but  the  central 
has  tried  to  curb  and  limit  this  trend.   The  Party's  Central 
Military  Commission  under  Chairman  JIANG  Zemin  and  LIU 
Huaqing  came  out  with  several  strong  directives  limiting  PLA 
commercial  activities.   In  1993  they  started  a  major 
rectification  campaign  mainly  because  the  military  had  gone 
too  far  and  too  openly  in  its  commercialization.   For 
example,  the  number  of  military  enterprises  in  tertiary 
industry  increased  one  hundred  fold  between  1978-92,  from  50 
to  5000  firms.   There  were  in  addition  20,000  military 
affiliated  enterprises  in  1994,  up  from  10,000  7  years 
earlier.   As  a  result  of  the  campaign,  the  central  claimed 
that  40%  of  military  enterprises  had  been  closed  down. 
Higher  military  commands  and  lower  military  combat  units 
were  forbidden  to  engage  in  commerce.   The  Shen  Zhen  Special 
Economic  Zone  opposite  Hong  Kong  was  targeted  and  parts  of 
it  were  cleaned  out,  at  least  temporarily.   Many  parts  of 
China  especially  Guangdong  province  nevertheless  tried  to 
circumvent  the  central's  long  arm  by  moving  operations  into 
Hong  Kong.   The  compromise  that  seems  to  be  emerging  is: 
there  will  continue  to  be  an  expanding  core  of  well-trained 
and  well-equipped  elite  military  forces  largely  isolated 
from  commercialism  and  controlled  by  the  center,  prepared  to 
carry  out  central's  directives.   The  rest  of  the  PLA  will  be 
permitted  to  engage  in  some  commercial  activity  but  within 
limits  set  by  central  and  regional  commanders.   There  is 
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little  that  central  can  do  about  much  of  this  activity  and 
it  is  probably  wise  to  accept  this  as  a  reality. 

The  PLA  will  in  all  likelihood  continue  to  export 
conventional  weapons  to  meet  the  demand,  as  well  as  military 
produced  consumer  items.   The  U.S.  problem  with  China  is  not 
the  export  of  conventional  weapons.   (We  export  ten  times  as 
much  as  the  Chinese  do)  but  in  the  proliferation  of  weapons 
of  mass  destruction  (WMD)  (nuclear,  chemical  and  biological 
weapons  and  long  range  surface  to  surface  missiles) . 
Despite  international  agreements  to  which  the  Chinese  have 
adhered (NPT,  MTCR,  CWC) ,  the  PLA  will  want  to  continue  to 
export  WMD  to  make  money,  and  to  strengthen  strategic 
partnerships  with  countries  such  as  Pakistan,  Iran  and 
Syria.   The  framework  exists  in  the  various  international 
agreements  to  get  these  sales  under  some  kind  of  control, 
but  it  will  be  a  constant  game  of  cat  and  mouse.   The  U.S. 
will  have  to  depend  on  independent  intelligence  sources  to 
monitor  these  activities  and  needs  to  maintain  the  necessary 
leverage  to  get  these  agreements  implemented  if  there  is  in 
fact  a  violation.   This  has  to  be  a  continuing  focus  of 
American  policy. 

All  parties  to  the  succession  in  China  seek  military 
approval  and  support.   The  military  will  likely  support  the 
winner  in  the  succession  struggle  if  he  gives  it  what  it 
wants  in  terms  of  budget  support  and  flexibility  in  carrying 
out  central  policies.   The  military  is  unlikely  to  intervene 
directly  in  the  process  unless  chaos  breaks  out  in  a  major 
way  in  China. 
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1)  Corruption  is  a  major  problem  in  China,  arising  from  the  absence  of  rule  of  law,  lack 
of  a  free  press,  rapid  economic  growth,  and  the  transition  from  a  command  to  market 
economy.  Many  officials,  including  famihes  of  top  officials,  are  engaged  in  corrupt 
behavior,  and  public  disenchantment  with  the  regime  over  this  issue  is  growing. 

But  the  leaders'  current  effort  to  curb  corruption,  most  recently  in  the  exposure  of  bribery 
and  misuse  of  funds  in  the  Beijing  municipal  apparatus,  is  not  just  an  attempt  to  deal  with 
a  real  problem  and  to  win  popular  favor.  It  is  probably  part  of  the  succession  struggle, 
with  the  group  from  Shanghai  led  by  Party  General  Secretary  Jiang  Zemin  seeking  to 
weaken  the  Beijing  Party  apparatus  that  has  somehow  been  resistant  to  instructions  from 
Party  headquarters  for  decades.  And  the  Shanghai-Beijing  rivalry  is  deeply  embedded  in 
Chinese  politics,  much  as  Moscow-Leningrad  conflicts  long  affected  Soviet  pohtics. 

Corruption  as  a  problem  is  likely  to  persist  and  even  grow  for  the  foreseeable  future.  Not 
until  the  rule  of  law  and  a  true  market  economy  are  established  will  it  begin  to  disappear. 
And  as  long  as  it  is  present,  attacks  upon  it  will  be  used  as  a  weapon  against  political 
opponents. 

2)  The  succession  could  affect  Chinese  perceptions  of  its  role  in  Asia.  At  least,  I  sense 
that  some  of  the  potential  successors  and  their  supporters  support  China's  integration  into 
intemational  and  regional  structures  and  accept  notions  of  interdependence,  while  others 
are  more  nationahstic,  skeptical  of  China's  inclusion  in  the  world  community,  and 
resolute  in  their  defense  of  Chinese  sovereignty.  At  this  point,  it  seems  unlikely  that 
Deng's  successor  will  be  strongly  inchned  in  the  later  direction,  unless  the  outside  world 
gives  China's  leaders  no  other  choice,  and  as  a  result  I  think  it  unlikely  that  China  will 
become  defensive  and  insular. 
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As  to  Sino- Vietnamese  relations,  Hanoi's  inclusion  in  ASEAN  will  both  ameliorate  and 
intensify  Sino- Vietnamese  tensions.  On  the  one  hand,  China  must  approach  Vietnam 
more  gingerly,  since  China  values  its  relations  with  the  ASEAN  states  and  recognizes 
that  its  economy  and  security  depend  on  constructive  relations  with  ASEAN.  China  can 
not  take  on  Taiwan,  the  United  States,  Japan,  and  ASEAN  simultaneously.  At  the  same 
time,  Vietnam  can  be  said  now  to  be  outside  the  Chinese  orbit;  its  strategic  linkages  are 
with  Southeast  Asia.  This  can  not  help  but  affect  Chinese  security  planning,  since  it 
considers  Vietnam,  as  Korea,  to  be  within  its  natural  sphere  of  influence,  and  it  views  as 
threatening  alliances  of  either  country  with  an  adversary  of  China. 

3)  The  PLA  remains  an  enigma  in  Chinese  politics.  I  believe  no  one  can  become  the 
paramount  leader  in  China  against  the  concerted  opposition  of  the  military  ,  and  any 
contender  needs  support  from  at  least  some  sectors  of  the  military.  Competition  between 
the  civilian  and  military  is  a  natural  part  of  the  struggle  over  scarce  resources,  and  some 
differences  exist  on  foreign  policy  matters  as  well.  But  these  conflicts  are  at  this  point 
containable  and  subject  to  compromise. 

The  PLA  will  continue  to  build  a  more  professional,  streamlined  force.  Its  budget  will 
continue  to  grow.  No  matter  who  the  country's  leaders  are,  they  will  be  committed  to  the 
acquisition  of  a  blue  water  navy,  a  modem  air  force,  sophisticated  missiles,  and  combined 
arms  fighting  capability.  But  budgetary,  technological,  and  manpower  constraints  will 
make  this  a  very  slow  process  indeed.  And  meanwhile  China's  neighbors  are  increasing 
their  capabilities  more  rapidly  than  China's.  As  long  as  the  United  States  retains  a  robust 
military  presence  in  the  region,  the  existing  military  balance  is  not  going  to  alter  for 
decades  into  the  future. 
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TO:  Subcommittee  on  Asia  and  the  Pacific 

FROM:  Susan  L.  Shirk 

SUBJECT:      Answers  to  Questions  for  the  Record 

Question  No.  1. 

The  recent  anti-corruption  drive  in  China  is  a  strategy  of  elite  power 
struggle.  Leaders  contending  to  succeed  Deng  Xiaoping  accuse  their  rivals  or 
the  family  members  and  associates  of  their  rivals  of  acts  of  corruption.   The 
same  pattern  can  be  observed  at  local  levels  of  officialdom.   The  market 
reforms  have  created  a  hybrid  economic  system  in  which  officials  are  both 
referees  and  players  and  definitions  of  corruption  are  ambiguous.   Almost 
every  official  has  engaged  in  behavior  that  could  be  construed  as  corruption, 
and  therefore  is  vulnerable  to  charges  of  corruption.    In  this  environment,  it 
is  easy  for  aspiring  politicians  to  find  evidence  of  corruption  with  which  to 
taint  their  rivals. 

Despite  their  rivalry,  all  central  leaders  have  an  interest  in  keeping 
mud-slinging  under  control,  especially  at  the  local  level.   Public  perceptions 
of  widespread  corruption  within  the  Communist  Party  (CCP)  could  bring  the 
party  down  just  as  it  brought  down  the  Kuomintang  in  the  1940's.   The  CCP 
therefore  has  issued  a  ruling  that  all  lower  level  disciplinary  actions  against 
corruption  have  to  be  approved  by  the  CCP  center. 
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Question  No.  2. 

Succession  is  likely  to  produce  tough  Chinese  policies  toward  the  U.S. 
but  not  toward  China's  neighbors  in  Asia.   The  U.S.,  as  the  dominant  power 
in  the  region  and  the  world,  is  the  best  foil  for  Chinese  politicians  who  want 
to  demonstrate  to  their  elite  constituencies  how  tough  they  are.   If  these 
politicians  are  taking  a  tough  stance  toward  the  U.S.,  they  cannot  afford  also 
to  alienate  their  neighbors.   To  the  contrary,  toughness  toward  the  U.S. 
increases  the  incentive  of  Beijing  to  maintain  peaceful  and  cooperative 
relations  with  its  neighbors.    China's  statement  at  the  recent  Brunei  meeting 
of  the  ASEAN  Regional  Forum  that  it  is  willing  to  discuss  the  Spratley's  issue 
with  Southeast  Asian  nations  in  a  collective  forum  and  on  the  basis  of  the 
International  Law  of  the  Sea  reflects  its  conciliatory  attitude  toward  its 
neighbors  at  a  time  when  it  is  taking  a  tough  position  toward  the  U.S. 

Question  No.  3. 

China's  military  is  one  of  the  most  powerful  groups  within  the  elite 
selectorate  that  is  empowered  to  choose  top  Communist  Party  leaders. 
Within  the  military,  senior  military  officers  are  often  tied  to  individual 
civilian  politicians  by  factional  ties,  and  various  services,  functions,  and 
regional  commands  have  different  policy  preferences.    In  the  post-Deng 
succession  struggle,  however,  the  interests  of  the  military  as  a  whole  in. 
increased  defense  spending  for  modernizing  its  capabilities  are  likely  to  unify 
it  and  cause  it  to  weigh  in  as  a  corporate  actor.   Although  the  center's  fiscal 
resources  are  increasingly  strained,  no  potential  successor  to  Deng  will  be  able 
to  deny  the  military  the  blue  water  navy  and  force  projection  capabilities  it 
desires.   Because  the  center's  resources  will  not  be  able  to  satisfy  all  the 
military's  wishes,  Beijing  politicians  will  have  to  continue  to  tolerate  the 
money-making  activities  of  military  corporations,  including  arms  exports. 
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